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Grace's mission is to maximize long-term value to shareholders 
while balancing value to other stakeholders — our employees, customers, 


suppliers and communities. 
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Financial Summary Operating Results 

Dollars in millions. Salescand: Revenwes sosincencowp-cume sae mons amiss wanes idenscuncaies $5,518.2 $5,569.9 $5,504.6 

except per share amounts Income from Continuing Operations....................... 79.4" 242.9 220.0 
Cumulative Effect of Accounting Changes................. (190.0) — — 
PY SC G85 WROTE sersermiemspissini sma Soiee evjun anal isa veda uxme (294.5) 218.6 202.8 
Capita | EX PEOAIEORCS, « mernomsenanicuriaciianssnupe Hugs whee uous 286 398.4 447.0 S157 
Depreciation and AMOLtizatiOn..ncasensciccsce ence sven nen as B22 275.9 265.6 
Research and Development Expenses ...................645 150.6 149.8 146.5 


Financial Position 


ROTEL UNS SEES tee ee ene ee ee ae ee tee $5,598.6 $6,007.1 $6,226.5 
Mere TOR cc ccc seen sen wan aes tee eon 1,819.2 2,259.4 2,285.9 
Common.Shareholders? BQuity: ss vcs wees saace sem mewnemnaucns L335 2,017.7 1,905.0 


Data Per Common Share 


Earnings from Continuing Operations..................... $ 88 $ 2.78 $ 2.56 
Cumulative Effect of Accounting Changes................. (2.12) — ee 
SS FITS sceescccecor anna Staite daaeat Soveik toad iihah eames nme (3.29) 2.50 2.36 
IB el GAS sort saree ceparecte ck Sieh dca eit ae an iat sos aoe 1.40 1.40 1.40 
Bical Vale ccs marsinctocanerninneiiacdacesn stank aa aos more es 17.10 Q2Qhh 22.14 
Other Information 

Common Shares Outstanding—End of Year (thousands) .. 89,892 88,603 86,052 
Average Common Shares Outstanding (thousands) ........ 89,543 87,236 85,879 
Dividends Paid on Common Stock................0.6 00006 $ 125.4 $ 122.0 $ 120.2 
Number of Employees (thowsands) ......0..000.000 000000000 44.1 49.3 52:2 


' Certain amounts have been restated to reflect the classification of Grace Energy as a discontinued operation. 


Certain amounts have been restated to reflect the classification of Grace's book. video and software distribution businesses as a 
discontinued operation. 


Includes a provision of $140.0 covering a fumed silica plant in Beleium. 
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Passing the Baton 


J. Peter Grace 


With the New Year of 1993 came the 
end of an era in the long and storied 
history of W. R. Grace & Co. 
J. Peter Grace, who had led the 
Company for 47 years, passed the 
baton of Chief Executive Officer to 
J. P. Bolduc. For the first time in the 
Company's 139-year history, there 
would not be a “Grace” at the helm. 

When Peter Grace inherited the 
mantle of leadership from his father in 
September of 1945, World War II had 
just ended. Harry Truman was in the 
White House, and it would be a year 
before the birth of President Bill 
Clinton. The Company's earnings at 
the time were derived entirely from 
the West Coast of South America, and 
the market value of W. R. Grace & Co. 
was approximately $60 million. 

The ensuing 47 years saw one of 
the greatest transformations in corpo- 
rate history. With an entrepreneurial 
flair that became his trademark, Peter 
Grace moved the Company away from 
its dependence on Latin America and 
into the more stable economies of 
Europe and the United States, build- 
ing a solid foundation in specialty 
chemicals. 

Today, Grace is the world’s largest 
specialty chemicals company and holds 
a leadership position in specialized 
health care, and not a single business 
remains of those Peter Grace inherited 
from his father back in 1945. The 
Company is active in 48 states and 50 
countries. Its annual sales are well 
over $5 billion, and its market value is 
in excess of $3.5 billion. 

But the legacy of Peter Grace goes 
beyond the confines of the Company 


that bears his name. Over the course 


of more than half a century, he built a 
record of civic and charitable achieve- 
ment that is unmatched among today’s 
business leaders. Hailed as “the 
Michelangelo of fundraising” by The 
Wall Street Journal, his generosity to 
causes large and small, well-known 
and little-known, is legendary and 
stands as a shining example of the 
Gospel admonition, “Whatever you do 
for the least of My brethren, you do 
for Me.” 

This theme of service runs 
throughout Peter Grace's life and led 
to perhaps his greatest achievement— 
the Grace Commission Report and its 
prescription for bringing runaway fed- 
eral spending under control. Officially 
designated “The President’s Private 
Sector Survey on Cost Control in the 
Federal Government,” President 
Reagan in early 1982 called on Peter 
Grace to search out waste, fraud and 
abuse in government operations “like a 
hungry bloodhound.” The Survey’s 
findings—and its dire prediction 
for America’s future if deficit spend- 
ing were not curtailed—typified 
Mr. Grace’s concern for the American 
taxpayer and his willingness to tackle 
the most difficult public policy issues 
of his time. 

While no longer CEO, Mr. Grace 
remains Chairman and a Director of 
the Company. As we mark the end of 
one era and the beginning of another, 
we salute his extraordinary achieve- 


ment and offer a heartfelt “well done.” 


To Our Shareholders: 


The past two years represent one of 
the most significant periods of con- 
structive change in the history of your 
Company. As we have continuously 
communicated to you since 
late 1990, Grace is devoting 
enormous energies to imple- 
menting a strategic plan 
designed to accomplish one 
primary mission: creating 
maximum long-term value 
for our shareholders. 

Our results to date are 
striking. They are consis- 
tent with our plan. Your 
management's enthusiasm 


for achieving our strategic 


mission is stronger than 


ever. And that enthusiasm is 


af P. Bolduc 


spreading throughout the enterprise as 
the plan turns into reality. Let’s look 


Touraanaponne briefly at our progress since we report- 
é € 1 Che m 

; ed to you a year ago. 

enthustasm for ‘ ' 

e Our core businesses were reor- 

achieving our ganized globally to establish world- 


strategic mission is wide responsibility under strong, 


experienced, international leadership. 
stronger than ever. : 
The six strategic businesses that form 


the core are: 


° Packaging ° Health Care 
© Catalysts and ° Construction 
Other Silica-Based Products 


Products 


° Water Treatment ° Container 


Products 


Each has developed, and is aggres- 
sively implementing, coordinated 
worldwide business plans to increase 
their value. Collectively, their operat- 
ing earnings improved 6% in 1992 
despite some tough market conditions 
— especially in Europe. We estab- 
lished or expanded regional headquar- 
ters for Southeast Asia and Latin 
America and opened offices in four 
Eastern European countries and four 
Asian countries, plus Spain and 
Turkey. During 1992 and in early 
1993, we completed strategic acquisi- 
tions that meet or exceed our invest- 
ment criteria in health care, water 
treatment and packaging, thus expand- 
ing global product offerings and open- 
ing significant markets in Europe and 
Latin America. 
¢ Our divestiture program is on 
track. More than $700 million of 
additional businesses were sold or 
monetized — bringing the two-year 
total to over $1.2 billion. In the past 
12 months, we sold our organic chemi- 
cals business and most of our oil and 
gas businesses, and we monetized our 
investment in Grace Cocoa in a creative 
financing. In early 1991, we said we 
would sell $1.5 billion of noncore busi- 
nesses before December 31, 1993, and 
we are on target to exceed this goal. 
¢ Overhead costs are coming 
down. We are achieving more than 


$50 million in cost reductions through 


To Our Shareholders: 


tinted) 


reduced health care, administrative 
and financial costs as well as savings 
in logistics. Other significant areas 
of savings are being targeted as 
we complete compre- 
hensive reviews of seven 
major functional areas 
of staff support in your 
Company. 

e Our financial con- 
dition is steadily im- 
proving. Cash flow has 
improved through more 
disciplined asset manage- 
ment. Debr levels have 
dropped 20%, and the 


capital markets are 


viewing the Company 
more favorably as we 
better structure our remaining debt. 

On the other hand, our overall 
operating earnings for 1992 were 
a disappointment. Despite the inherent 
growth characteristics of our core busi- 
nesses and the decline in interest 
expense, these factors were not suffi- 
cient to overcome a larger than antici- 
pated decline in results from our non- 
core businesses as well as from several 
key markets in Europe 

How do all of these restructur- 
ing activities position Grace for the 
future? We've never felc better or 
more confident about our prospects for 
creating value not only for share- 


holders, but for all of our stakeholders: 


employees, customers, suppliers and 
the communities worldwide where we 
operate. 

Growth prospects in our core busi- 
nesses are excellent. Expanded busi- 
ness development activities through 
the newly opened international offices 
in Asia and Eastern Europe are already 
leading to market penetration and set- 
ting the stage for significant future 
business. Recently completed strategic 
acquisitions are nondilutive in struc- 
ture and should strengthen our leading 
market positions. Strong additional 
candidates for nondilutive acquisitions 
among our core businesses are under 
continuing review. New products and 
applications are in the development 
pipeline to enhance our technological 
leadership. Capital expenditures and 
research and development resources 
are focused on our core businesses. 
Divestment of noncore businesses 
continues, with proceeds initially 
applied to reducing debt and, sub- 
sequently, to effectuating strategic 
and nondilutive acquisitions. 

As the U.S. public and private sec- 
tors focus on the issue of health care, 
they will find the quality and cost- 
effectiveness of Grace's specialized 
health care operations to be models for 
the industry. Those quality and cost 
characteristics are also attractive in 
developing nations, where levels of 


kidney dialysis services and related 


We've never felt 
better or more con- 
fident about our 
prospects for creating 
value not only 
for shareholders, 
but for all of our 


stakeholders. 


I am confident 


that the quality of 
our core products, 
technologies 
and people will drive 
us toward the 
tignificant creation 
of value for you — 


our shareholders. 


products lag behind more 
advanced economies. We 
look for near-term expansion 
in a number of these new 
markets. 

Further global integra- 
tion of operations and func- 
tions, as well as additional 
cost reductions, are now a way of life 
throughout your Company. In Europe, 
for example, our container operations 
are consolidating seven plants into two. 
Consolidation of research and develop- 
ment and other staff support services 
will lead to upgrading essential activi- 
ties and eliminating unnecessary 
expense. Total quality management is 
being extended from top to bottom. 

Our three-year, $1.5 billion dives- 
titure program goal will be exceeded as 
we complete the sale of businesses ini- 
tially identified for divestment and 
then identify other units in the Com- 
pany whose prospects do not qualify 
them as core. Proceeds from these 
divestments will continue to be used to 
support activities in the core sectors 
and to strengthen your Company’s 
financial condition. 

And what about our employees, 
who are a critical element to our long- 
term success? As the result of divesti- 
tures, cost reductions and consolida- 
tions, we are a trimmer and stronger 
organization today than when we start- 


ed our restructuring program in early 


1991 — by some 26%. To achieve our 
mission, we must continue to develop 
a commonality of purpose throughout 
Grace. This means eliminating organi- 
zational barriers and communicating 
more frequently, openly and candidly. 
I'm impressed with our employees’ 
commitment to, and involvement 
with, the process of change, through 
the volume and quality of their ideas 
for continuously improving your 
Company’s performance. 

We are implementing a bold and 
innovative incentive program through- 
out the Company: in an effort to moti- 
vate all employees — from the mail- 


room to the boardroom — and to further 


align the interests of our internal stake- 
holders with yours as we go about up- 
grading our values, culture and vision. 

In a tougher and more complex 
worldwide marketplace, I am confident 
that the quality of our core products, 
technologies and people will drive us 
toward the significant creation of value 


for you — our shareholders. 


J. P. Bolduc 


President and 


Chief Executive Officer 


March 12, 1993 


Grace at a Glance: 
Founded nearly 140 years ago, Grace today is the world’s largest specialty chemicals company and 


holds a leadership position in specialized health care. 


Specialty Chemicals 
Grace's core specialty chemicals product lines—packaging, catalysts and silica products, construc- 
tion products, water treatment and process chemicals and container products—are the primary con- 
tributors to Grace's position as the world’s leading source for high-technology, value-added specialty 


chemicals. 


Packaging 
Grace is the leading innovator in flexible packaging technology. Its Cryovac packaging systems have 


revolutionized the marketing and merchandising of foods and other products worldwide. 


Catalysts & Silica Products 
Grace Davison fluid cracking catalysts “crack” crude oil into fuel and other petroleum products. Its 
polyolefin catalysts are critical to the production of polyethylene, and its silica and zeolite adsor- 


bents are value-added components for use in a wide range of industrial and consumer applications. 


Construction Products 
Grace concrete admixtures, cement processing additives and fireproofing and waterproofing materi- 
als perform the most vital construction jobs—creating stronger concrete, fighting corrosion, stop- 


ping water damage and protecting structural steel against collapse due to fire. 


Water Treatment & Process Chemicals 
Grace Dearborn water treatment and process chemicals inhibit scale, corrosion and fouling in water 


systems, treat wastewater and enhance operating efficiency and environmental performance. 


Container Products 
Grace container sealants keep foods and beverages safe from bacteria and other contaminants, extend 


shelf life and preserve flavor in four hundred billion cans and bottles annually. 


Health Care 
With an uncompromising commitment to quality and cost-effective management, Grace—through 
its National Medical Care unit—maintains leading positions in the specialized health care markets of 


dialysis services, medical products and home health care. 


Other Businesses 
In addition to its core product lines, Grace operates several specialized businesses that contribute to 
its success. Among these, Grace Cocoa Associates, L.P. is the global leader in the production of high- 


quality cocoa and chocolate products for food manufacturers. 


Total Grace Geographic Sales 
(millions) 


ig, 
(=) 


sy br 


Specialty Chemicals 


Sales & Revenues (i/lions) 


$3,475.5 


$3,479.6 


Operating Income After Taxes (millicns) 


(a) Excludes a provision uf $140.0 covering a fumed silica plant in Belgium. 


Health Care 


Sales & Revenues (millions) 


Operating Income After Taxes (mi//ions) 


1992 


1991 


Other Businesses 


Sales & Revenues (y:://ions) 


$1,029.8 


Operating Income After Taxes (mi/lions) 
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“Through our products, technology and service, we are 


creating greater value for 2 our customers around the world.” 


Donald H. Kohnken, Executive Vice President 
Joined Grace in 1967 as Davison adsorbents project manager 


“For our customers and their customers, Cryovac is passionately 


committed to anticipating needs and delivering techno- 


logically innovative packaging solutions.” 


Jean-Louis Gréze, President, Grace Packaging 


Specialty Chemicals 


Cryovac food 


packaging is purpose- 
developed to meet 
customers’ specific 
performance 
and marketing 


requirements. 


Grace's specialty chemicals product 
lines share exciting technical compe- 
tencies, a dedication to cotal quality 
and customer service, high growth 
potential and strong management on a 
global product line basis. In 1992 they 
generated total sales and revenues of 
$3.5 billion and operating income after 
taxes of $278 million. Grace’s global 
focus is promoting more efficient uti- 
lization of resources and accelerating 
dissemination of core technologies, 
products and services to benefit from 
emerging market opportunities, partic- 
ularly in Latin America, the Pacific 


Rim and Eastern Europe. 


Grace is the world’s leading innovator 
in flexible packaging systems. Through 
its global Cryovac product line, ic has 
revolutionized marketing and distribu- 
tion techniques for the food industry 


and other markets. 


Joined Grace in 1960 as Cryovac packaging film salesman tn France 


Using sophisticated multilayer 
coextrusion technology, Cryovac has 
developed high-performance plastic 
materials that preserve flavor and 
aroma and enhance the shelf life and 
appearance of packaged foods and other 
products. Cryovac’s environmentally 
sensitive packaging materials offer 
strength, protection from moisture and 
oxygen and other application-specific 
properties. 

Cryovae’s success is founded on its 
ability to provide innovative packag- 
ing solutions to satisfy the marketing 
requirements of its customers, as well 
as the needs of the ultimate consumer. 
It does this by integrating an in-depth 
knowledge of the marketplace with 
expertise in the packaging sciences and 
a dedication to total quality. Cryovac 
packaging systems address the specific 
requirements of each market segment 
they serve. These include multilayer 
shrinkable bags used by industrial food 


producers to protect fresh red meats, 


Photo opposite: While Cryovac packaging systems provide a natural shourase for every shape and 
variety of cheese, these high-performance materials also offer hidden value, preserving flavor and aroma 


while extending shelf life. 
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Cryovac pioneered 


the Darfresh 
vacuum-skin packag- 
ing concept for 
a wide variety of 


consumer foods, 
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“We deliver value through 


customer service and effectively 


A 


Robert J. Bettacchi, President, Grace Construction Products 
Joined Grace in 1968 as commercial development analyst 


Specialty Chemicals 


Grace concrete 


admixtures are 
recognized worldwide 

for the strength 
and durability they 


prot ude. 


(continued) 


poultry, cheeses and processed meats; 
multilayer shrink films for retail con- 
sumer units such as pizza, poultry, pro- 
duce and bakery items, and display or 
tamper-evident packages; and lami- 
nates for bulk food service portions or 
consumer-size packaging. This tech- 
nology is being extended into high- 
ly demanding markets such as food 
service, medical and electronics 
packaging. 

To complement its innovative tech- 
nology, Cryovac takes a “total systems 
approach” in creating comprehensive 
packaging solutions for customers 
around the world, involving a broad 
range of scientific skills, materials, 
equipment and technical support. This 
philosophy of customer service is 
Grace's guiding principle as it grows 


its businesses on a global basis. 


Grace Construction Products is a leading 
worldwide supplier of concrete admix- 
tures, cement processing additives and 
fireproofing and structural waterproof- 


ing materials. It combines high-quality, 


product development and innovation, superior 


managing costs in a cyclical market.” 


high value-added proprietary products 
and systems with a strong specification 
selling effort in the architectural and 
engineering markets and a high level 
of customer service. Grace construc- 
tion products provide long-term struc- 
tural integrity—creating stronger 
concrete, fighting corrosion, stopping 
water damage and protecting structur- 
al steel against collapse due to fire. 
They also offer value to specialty con- 
tractors through savings in labor, 
materials and energy. Although faced 
with a significant downturn in the 
construction economy in North 
America and Europe, Grace Construction 
Products continued to profit in 1992 by 
reengineering its operations to a lower 
cost structure. In addition to the 
growth potential in Southeast Asia, 
Grace Construction Products is targeting 
sales increases based on the develop- 
ment of new specialty products and 
geographic expansion of product lines, 
particularly fireproofing in Europe 
and Japan and structural waterproof- 
ing and cement and concrete products 


in Europe. 


Photo opposite: Monokote fireproofing, Bituthene waterproofing and Grace concrete 
admixtures were specified for use in the new 53-square mile Denver International Airport, Grace's 
largest construction project in 1992. 


Monokote fireproaf- 


ing helped save the 
First Interstate Bank 
building from 
collapse in the 
largest high-rise 
fire in Los Angeles 


history. 
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“As a partner with industry, 


water, minimize pollution 


lan Priestnell, President, Grace Dearborn 


Joined Grace in 1969 as Dearborn U.K. project manager 


“lam immensely proud of the people in Davison 


Specialty Chemicals 


Daraspray technology 


promotes increased 
use of secondary fiber 

in paper production 

and improves paper 


quality. 
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(continued) 


Grace Dearborn helps customers manage 
water use to meet environmental and 
process improvement goals. It treats 
water to prevent the scale, corrosion 
and fouling that result in reduced oper- 
ating efficiency and increased energy 
use. Grace Dearborn process chemicals 
improve operating efficiency in paper 
mills, enhance paper quality and maxi- 
mize environmental performance. 
Grace Dearborn also treats wastewater to 
optimize reuse or remove pollutants 
prior to discharge. Grace Dearborn 
monitoring systems not only signal a 
problem and automatically correct it, 
but measure and evaluate trends in sys- 
tem efficiency to identify and address 
potential problems. Upgrading its 
ability to satisfy global demand for 
advanced water treatment technology, 
Grace Dearborn completed a $1.7 mil- 
lion expansion of its Antwerp, Belgium 
1992 and, 


research facility in 


Grace Dearborn helps customers manage 


and maximize return on investment.” 


with unparalleled service 


who provide our customers 


all over the world.” 


James R. Hyde, President, Grace Davison 


Joined Grace in 1962 as quality control supervisor at Davison's Cincinnati plant 


in February of this year, Grace acquired 
South America’s largest water treat- 
ment business from Aquatec Quimica 


S. A. in Brazil. 


Grace Davison fluid cracking catalysts, 
polyolefin and other industrial catalysts 
and silica and zeolite adsorbents share a 
focus on customer service that results in 
products that are custom-formulated to 
demanding specifications. 

Although oil is a commodity, oil 
refining is a highly specialized disci- 
pline. Expert at matching catalysts to 
crude oil to produce specific end prod- 
ucts, Grace Davison technical service 
engineers work alongside refinery 
engineers around the world to select 
optimum catalysts for local operations. 
Leading-edge technology, high-effi- 
ciency production and hands-on cus- 
tomer service combine to make Grace 


Davison the world leader in petroleum 


Photo opposite: Grace Dearborn process control systems monitor, manage and adjust water treatment 
processes to provide unparalleled levels of control, increased profitability and measurable return on 
investment for customers. 


Grace Davison 


catalysts help refiners 
uperade low-value, 
heavy oil into 
valuable transporta- 
tion fuels such as 


gasoline. 


TriSyl Silica 


Refining enhances 


“By maintaining our number one position in quality, service and 


technology, we look for continued global growth.” 


Charles H. Ehlers, President, Grace Container Products 
Joined Grace in 1954 as Dewey and Almy sales engineer 


Specialty Chemicals 


(continued) 


Grace can sealants 


are small but 
critical components 
that keep canned 
foods and beverages 
safe from bacteria 
and other 


CORLAMUNANTS, 
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fluid cracking catalysts. Grace Davison 
is introducing new catalysts like the 
RFG Series for reformulated gasoline; 
Orion and Residcat for heavy metals tol- 
erance and high coke selectivity, and 
FCC additives to reduce emissions. 

Grace Davison high-performance 
polyolefin catalysts and catalyst sup- 
ports are employed in manufacturing 
nearly half of the world’s catalytically 
produced polyethylene resins. 

Silica gel has remarkable versatility 
that allows it to enhance customers’ 
products and processes in many indus- 
tries. Davison Syloid silicas are used 
extensively in coatings to produce 
semigloss finishes, in plastics to 
improve handling, in toothpastes as 
thickeners and cleaners and in foods to 
carry flavors and prevent caking. An 
exciting new growth opportunity, 
TriSyl Silica is used globally in the 
purification of edible oils. Whether in 
vegetable, soybean, sunflower or canola 
oil, TriSy/ Silica Refining is setting new 
global quality standards with an unsur- 
passed ability to remove contaminants 
and enhance flavor and stability in 


edible oil products. 


Grace is the world’s leading supplier of 
can sealing compounds. Focusing on 
complete systems and service, Grace 
supports customers with a range of 
water- and solvent-based sealants and 
compound application equipment, clo- 
sure compounds, can coatings and can 
forming lubricants. Grace container 
sealants keep foods and beverages safe 
from bacteria and other contaminants, 
extend shelf life and preserve flavor. 
New products, such as Daraclean met- 
alworking fluids, offer an environmen- 
tally benign substitute for chlorofluo- 
rocarbon cleaners. PVC-free Daraform 
coating systems for crowns and alu- 
minum closures are being introduced 
on a global basis. Consolidating and 
upgrading facilities worldwide to 
improve product quality and manufac- 
turing efficiency, Grace is completing a 
new $30 million container plant in 
Epernon, France and plans co build a 
new facility in Jakarta, Indonesia. 
Increasing consumption of canned and 
bottled foods and beverages in Latin 
America and Southeast Asia signals 


new growth potential for this business. 


Daratorm coating 


systems combine 
compatible sealants 
and adhesion 
coatings for lug caps, 
crowns and alu- 


minun closures. 


“By focusing on quality patient 


one of the world’s premier 


care and cost control, we will continue to be 


specialized health care companies.” 


Dr. Constantine L. Hampers, Chairman & CEO, National Medical Care 


During hemo- 


dtalysts, blood is 
continually 

circulated through 
a dtaly ser lo 
VEMLOVE OXTESS 

fluids and waste 


products. 


Cofounded National Medical Care in 1968 


Health Care 


Excellence is no accident. Through an 
uncompromising commitment to qual- 
ity and cost-efficient management, 
Grace maintains leading positions in 
the specialized health care markets of 
dialysis services, medical products and 
home health care. Representing nearly 
25% of total Grace sales, the 
Company's health care businesses gen- 
erated sales and revenues in 1992 of 
nearly $1.3 billion and operating 
income after taxes of $105.7 million. 
As the primary component of 
Grace’s core health care operations, 
National Medical Care (NMC) is a world 
leader in kidney dialysis services, the 
number one manufacturer of hemodial- 
ysis supplies in the U.S. and a major 
U.S. provider of home intravenous and 


respiratory therapies. 


Focused on saving lives, NMC's main 
business is the provision of kidney dial- 
ysis—primarily hemodialysis—to peo- 
ple afflicted with chronic or acute renal 
failure. Dialysis is a mechanical filter- 
ing process used to cleanse blood 


of waste products, draw off excess fluids 


and regulate body chemistry when the 
kidneys fail to function properly. 
Operating 404 outpatient clinics in 
the U.S., as well as 23 in Portugal and 
Spain (with others becoming opera- 
tional around the world as we go to 
press), NMC provides more than four 
million dialysis treatments annually to 
approximately 34,000 patients. 
Affiliated with more than 1,000 
nephrologists, NMC integrates stan- 
dardized clinical policies and proce- 
dures with advanced dialysis treat- 
ments and the safest medical supplies 
to provide high-quality, cost-effective 
health care, helping people continue to 


lead active lives. 


An expert in forward and backward 
integration, NMC is the leading pro- 
ducer of dialysis concentrates and dial- 
ysis bloodlines in the U.S., manufac- 
turing more than 1,000 specialized 
dialysis products and distributing 
another 2,500 medical supplies to dial- 
ysis care providers and home patients 


in 25 countries. 


The dedication 


of nearly 14,000 
doctors, nurses, 
technicians and 

support personnel is 
at the heart of 


NMC's success. 
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NMC is the 


leading manu- 
facturer of dialysis 
bloodlines in 
the U.S. 
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Health Care 


(continued) 


NMC's LifeChem clinical laborato- 
ries provide vital support to its kidney 
dialysis treatment network, maintain- 
ing a database that is invaluable to 
physicians in managing patient care. 
LifeChem is the primary medical labora- 
cory relied upon by nephrologists in the 
U.S. for dialysis blood and hepatitis 
testing services. 

Pursuing its strategy to expand 
health care operations globally, Grace 
acquired the Renacare health care unit 
of Lloyds Chemists in June 1992. 
Renacare is the leading manufacturer 
and distributor of renal dialysis concen- 
trates and associated products in the 
United Kingdom. In March 1993, 
Grace announced plans to acquire 
Riggers Medizintechnik GmbH, a 
manufacturer and distributor of kidney 
dialysis products in Germany. This 
acquisition should facilitate NMC's 
growth in Germany, one of the major 
markets for dialysis in the European 
Community. 

Consistent with the Company's 
strategy to integrate related business 
lines, during 1992 Grace's Amicon unit 
became an integral part of NMC Medi- 
cal Products. Amicon bioseparation prod- 
ucts are used extensively in biomedical 
research and for the manufacture of vac- 


cines and pharmaceuticals. 


Today, as a result of the changing needs 


of clinicians and patients for a safe, 
cost-effective alternative to extended 
hospitalization, more patients are 
being treated at home or in communi- 
ty facilities other than hospitals. In 
the U.S., NMC Homecare provides life- 
sustaining drug and nutritional intra- 
venous and respiratory therapies in 
nonhospital settings. 

Health care reform is a major issue 
in the U.S., and health care services are 
being carefully scrutinized for their 
inherent value, clinical efficiency and 
cost-effectiveness. With expert teams 
of health care professionals available 
around the clock, in-depth training for 
patients and their caregivers and rigor- 
ous quality assurance and cost control 
standards, NMC Homecare clearly meets 
these criteria. 

In developed nations as well as in 
developing economies throughout the 
world, longer life spans signal an 
increased need for the specialized 
health care services at which Grace 


Health Care excels. 


A focus on patient needs and quality care administered by dedicated professionals make NMC the lead- 
ing provider of kidney dialysis services for treatment of chronic and acute renal fatlure. 
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In addition to its core product lines, 
Grace operates several specialized busi- 
nesses that contribute to its success. 
Among these, Grace Cocoa Associates. 
L.P. is the global leader in the produc- 
tion of high-quality cocoa and choco- 
late products for food manufacturers. 
Enhanced global raw material 
sourcing programs and cechnological 
advances that improve product quality 
reinforce Grace Cocoa's commitment to 
excellence. In 1992, Milwaukee-based 
Ambrosia celebrated on-time com- 
$90 million 


pletion of its new 


plus, 350,000-square foot computer- 


jee ; cine 
Photo above: Grace Cocoa baking 


controlled manufacturing facility, one 
of the most advanced in the food 
industry. Grace Cocoa in Singapore 
added a new chocolate and compound 
operation to supply the Asian market. 
De Zaan successfully introduced 
Defatted S, a no-fat cocoa powder. 
Throughout Grace Cocoa, global 
teamwork has led to innovations in 
research, production, product packag- 
ing, marketing and business develop- 
ment, resulting in increased opportu- 
Eastern Latin 


nities in Europe, 


America and the Pacific Rim. 


f popup J h fy j 
ips. blocks and coatings made of pure chocolate and compound 


f } PS fh. , / was { / 4 re ea Laos oh } een Lo 
are marketed globally to industrial and food service customers under the Ambrosia, Merckens, 


Soboca and Kascho brand names. 


1992/1991 Sales by Industry 
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The aim of Grace research and develop- 
ment is twofold: to efficiently convert 
the Company's investment in technolo- 
gy into profits — by continuously 
improving Grace products and process- 
es in support of customer needs — and 
to probe selected frontiers of science to 
identify new business opportunities. 
R&D programs capitalize on those 
technological trends that reinforce the 
Company's strength in specialty chemi- 
cals and health care. For example, 
Grace scientists are working on multi- 
layer “smart films” that incorporate 
unique properties tailored to improve 


the quality of packaged foods; new gen- 


pases 


Phot 


layered films 


erations of catalysts for environmental- 
ly compatible, high-octane fuels; 
strength enhancers for concrete; high- 
performance scale and corrosion 
inhibitors for water treatment; 
improved solvent-free can sealants; and 
specialized biomedical devices to treat 
patients with a variety of ailments. 
Throughout che development process, 
Grace scientists focus on the end uses 
of research: how technical ideas solve 
problems and how product concepts 


will actually work for the customer. 
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i above: Grace researchers use blown-film extrusion to process polymer mixtures into 
. Polymer processing bas wide applications in packaging films, battery separators and gas 
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Commitment: Environment 
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Grace is committed not only to meet- 
ing the letter and spirit of compulsory 
environmental standards but to manag- 
ing its environmental, health and safety 
affairs in ways that continually make its 
operations safer and healthier and our 
environment cleaner. The Company 
devotes $150 million annually to deliver 
on this commitment. 

Grace is also developing technolo- 
gies that enhance the environmental 
compatibility of Grace products and 
processes and others that specifically 
address environmental needs. Building 
on its broad strength in emission con- 


trol technology, in 1992 Grace estab- 


lished a new product line dedicated to 
providing cost-effective solutions to 
the air pollution control challenges of 
the ‘90s and beyond. Grace Emission 
Control Products markets emission con- 
trol systems for industrial and power 
generation facilities. Grace also has 
developmental products such as the 
electrically heated catalytic converter, 
which is designed to address new clean 
air regulations for low and ultra-low 


emission vehicles. 


Photo above: TEC thermal and catalytic oxidation systems—engineered to minimize VOC emissions— 


help industrial customers meet emission control targets. 


Management's Discussion and Analysis of Results of Operations 
and Financial Condition 


Review of Operations 
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Overview 

For all periods presented, the statement of operations has been restated to reflect Grace Energy 
Corporation (Grace Energy) and certain corporate investments as discontinued operations, as discussed 
in Note 6 to the Consolidated Financial Statements. 

The 1992 loss of $294.5 million includes: (1) a $140.0 million provision covering Grace's Belgian 
fumed silica plant (as discussed in Note 8 to the Consolidated Financial Statements); (2) a one-time 
accounting charge of $190.0 million (net of $98.0 million of deferred tax benefits), or $2.12 per share, 
due to the implementation of Statement of Financial Accounting Standards (SFAS) No. 106, 
“Employers’ Accounting for Postretirement Benefits Other Than Pensions” (see Note 15 to the 
Consolidated Financial Statements); and (3) the loss of $183.9 million (net of taxes) from discontinued 
operations (see Note 6 to the Consolidated Financial Statements). 

Sales and revenues increased 7% in 1992 over 1991, excluding the results of businesses sold during 
both years; including those businesses, 1992 sales and revenues decreased slightly as compared to 1991. 
Excluding the $140.0 million provision covering Grace's Belgian fumed silica plant, 1992 income from 
continuing operations decreased 10%, to $219.4 million, as compared to 1991. Sales and revenues 
increased 5% in 1991 over 1990, excluding businesses sold in 1991. Income from continuing 
operations increased by 10% in 1991 as compared to 1990. 


Specialty Chemicals—General 

Sales for 1992 were essentially flat with 1991, including the results of the chemical intermediates 
product line, which was sold in December 1992, and the Teroson automotive and acoustical chemicals 
businesses, which were sold in 1991. Operating income (income after taxes) for 1992 increased by 3% 
versus 1991, including the results of the divested businesses prior to their sale. This increase does not 
reflect the provision covering the fumed silica plant. 


Specialty Chemicals—Product Line Results 

(excludes results in 1992 from divested businesses and the fumed silica provision) 

Sales increased approximately 5% in 1992 as compared to 1991, due to favorable volume, foreign 
currency exchange and price/product mix variances, estimated at 3%, 1% and 1%, respectively. 

Volume increases occurred in most product lines, particularly packaging and fluid cracking catalysts. 
Operating income decreased 4% from 1991 to 1992. North American results improved as compared to 
1991 (except for a decrease in the container product line due to declining usage of sealants and 
lubricants by North American can makers), and strong growth was exhibited in packaging and in Grace 
Davison (fluid cracking catalysts and silica products), mainly due to the volume increases noted above. 
However, European results were adversely affected by recessionary conditions, leading to reduced 
profitability. Although Grace Davison catalysts showed strong sales growth, primarily due to the 
shutdown of a competitor, most product lines experienced marginal sales growth in Europe. Grace 
Dearborn water treatment profitability declined due to weakness in demand from the European paper 
industry, together with planned expenditures for business development. Construction products also 
experienced reduced profitability due to the economic slowdown in Europe, particularly in the United 
Kingdom and Spain. However, favorable results were achieved in both the Asia/Pacific region and Latin 
America for most product lines. 

Sales and operating income of the chemical intermediates product line (consisting largely of the 
organic chemicals business sold in December 1992) increased significantly in 1992 due to increased 
sales to a competitor as a result of an explosion at the competitor's plant. Sales and operating income 
from the chemical intermediates product line are expected to be more than replaced by growth in other 
specialty chemicals product lines. 

Specialty chemicals sales increased by 3% in 1991 compared to 1990, excluding from both periods 
sales of the divested chemical intermediates business and the Teroson automotive and acoustical 
chemicals businesses; sales decreased 1% including these divested businesses. The increase was primarily 
due to a favorable price and product mix variance (estimated at 2%) and an estimated volume increase of 
2%, reflecting improvements in water treatment, packaging and catalysts. These were partially offset by 
unfavorable currency translation, estimated at less than 1%. Excluding the divested businesses, 
operating income for 1991 increased 4% over 1990 (3% including the divested businesses), due to 
improvements in worldwide packaging and water treatment (reflecting higher sales volume) and fluid 
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cracking catalysts (reflecting higher sales volume and improved margins). These favorable 1991 results 
were partially offset by start-up costs for a European plant, softness in construction products sales (caused 
by severe weakness in the building industry), and lower sales volume in graphic arts because of adverse 
economic conditions. 1990 results were adversely affected by the establishment of certain plant closure 
and environmental/restructuring reserves. See “Other Income” below for additional information. 


Health Care 
Sales and revenues for 1992 increased by 20% over 1991, reflecting increases of 19% in kidney dialysis 
services, 16% in home health care and 26% in medical products operations. The number of dialysis 
centers increased 7%, from 390 at year-end 1991 to 419 at year-end 1992 (397 in the U.S. and Puerto 
Rico, 19 in Portugal and 3 in Spain). Plans to expand Grace's health care operations outside of the U.S. 
are expected to generate greater international revenues in the future. Operating income in 1992 
increased by 27%, reflecting the continued growth of all health care businesses. Grace has realized 
increased profit margins due to improvements in operating efficiencies and capacity utilization. Grace's 
health care businesses are dependent on the continuation of Medicare and other third party insurance 
coverage. It is unclear at this time whether and to what extent any U.S. health care reforms will affect 
Grace’s health care operations. However, Grace believes that it is among the most cost-efficient of the 
health care companies in its field. 

Sales and revenues of health care operations increased by 15%, to $1.1 billion, in 1991 as compared 
to 1990, reflecting improvements of 14% in kidney dialysis services, 23% in home health care and 13% 
in medical products operations. Operating income for 1991 increased by 23% over 1990 due to 
continued growth as well as improved profit margins. 


Other Businesses 

This segment consists primarily of Grace’s cocoa business. Cocoa sales decreased 3% in 1992 versus 
1991. Increased depreciation, resulting from the opening of a state-of-the-art plant in Milwaukee, as 
well as higher production and operating expenses, also contributed to reduced cocoa operating income 
in 1992. 1991 sales (excluding the animal feed and textile businesses sold in 1991) increased 3% 
compared to 1990. Operating income for cocoa operations decreased slightly in 1991 versus 1990. 


Statement of 
Operations 


Other Income 

Other income for 1992 includes, among other items, dividends, royalties from product licensing 
agreements, interest income and equity in affiliated companies. Other income for 1991 also includes a 
net gain on strategic restructuring of $6.1 million. 


Interest Expense 
Interest expense decreased by 20% in 1992 versus 1991, primarily due to lower interest rates in 1992, 
the use of derivative financial instruments and the replacement of certain fixed rate debt with lower-cost 
floating rate borrowings. In addition, the Company issued approximately $300 million in fixed rate 
debt in 1992, which was effectively converted to floating rate debt. 

Interest expense decreased by 12% in 1991 versus 1990 as a result of lower interest rates. 

See “Financial Condition: Liquidity and Capital Resources” below for additional information 
concerning borrowings. 


Research and Development Expenses 

Research and development spending increased by 1% in 1992 and 2% in 1991 over the respective prior 
years. Research spending was primarily directed toward Grace's core specialty chemicals and health care 
businesses. 


Income Taxes 
The effective tax rate for 1992 was 41.5% before the increase of $51.9 million in the valuation 
allowance for deferred tax assets. This valuation allowance relates to a provision for uncertainty as to the 
absorption of net operating loss and general business credit carryforwards. 

The 1991 effective tax rate increased to 38.6% as compared with 35.2% in 1990, largely due to tax 
costs attributable to the divestiture of the specialty textiles and Teroson businesses, the additional tax 


costs of repatriating to the U.S. a higher level of earnings of foreign subsidiaries and an increase in state 
income taxes (net of federal tax benefit), 
See Note 5 to the Consolidated Financial Statements for additional information regarding income taxes. 


Loss from Discontinued Operations 

In 1992, Grace restated its financial statements to reflect the classification of Grace Energy and certain 
corporate investments as discontinued operations. See Note 6 to the Consolidated Financial Statements 
for additional information. 


Financial Condition 


Worldwide After-Tax 
Operating Income 
(excludes divested businesses) 


(millions) 
400 


1988 1989 1990 1991 
@ Latin America/Other 
@ Pacific 


© Europe 
@ United States & Canada 


1992 


Liquidity and Capital Resources 

During 1992, the net pretax cash flow generated by Grace's continuing operating activities was $442.6 
million. After giving effect to discontinued operations and payments of income taxes, the net cash 
provided by operating activities was $438.3 million in 1992 versus $602.3 million in 1991, primarily a 
result of receiving $211.1 million in net proceeds from the sale of accounts receivable in 1991, 
compared with net proceeds of $99.3 million in 1992. 

Investing activities used $337.7 million of cash in 1992, largely reflecting capital expenditures and 
business acquisitions and investments, including $80 million for the acquisition of the publicly held 
shares of Grace Energy. These investing activities were offset by net proceeds of $221.2 million from 
divestments. 

Net cash used for financing activities in 1992 was $241.4 million, reflecting a net decrease in cotal 
borrowings, the payment of $125.9 million of dividends and funds received from the sale of a minority 
interest in a Grace Cocoa limited partnership (see Note 11 to the Consolidated Financial Statements). 
Total debt was approximately $1.8 billion at December 31, 1992, a decrease of $440.2 million from 
December 31, 1991. The changes in total debt reflected a reduction in commercial paper and bank 
borrowings of $453.7 million; the June 1992 redemption of the remaining $94.0 million principal 
amount of 10-3/8% Notes Due 1997; the repayment in the 1992 first quarter of $131.0 million 
principal amount of promissory notes; and, using the proceeds from the 1991 divestment of the 
specialty textiles business, the repayment of $125.0 million of short-term debt. During 1992, Grace 
issued $150.0 million of 7.75% Notes Due 2002 and $150.0 million of 6.5% Notes Due 1995. Grace 
entered into a new bank credit agreement in September 1992 under which it may borrow up to $1.225 
billion at interest rates based upon the prevailing prime, federal funds and/or Eurodollar rates. See Note 
10 to the Consolidated Financial Statements for additional information. 

Grace's total debt as a percentage of total capital (debt ratio) was 49.7% at December 31, 1992, 
compared with 51.6% at December 31, 1991. The decrease in the debt ratio is due to a reduction in 
total debt, partially offset by a decrease in shareholders’ equity in 1992 as a result of the provision 
recorded in connection with the classification of Grace Energy as a discontinued operation, the provision 
covering the fumed silica plant and the accounting charge recorded for the implementation of SFAS 106. 

As previously reported (see Note 2 to the Consolidated Financial Statements), Grace is a defendant in 
lawsuits relating to asbestos-containing products it previously sold. In 1992, Grace paid $63.3 million 
in connection with the defense and disposition of both property damage and bodily injury litigation 
related to asbestos, net of amounts received in 1992 from settlements with certain of Grace’s insurance 
carriers. While Grace cannot precisely estimate the amounts to be paid in 1993 in respect of asbestos- 
related lawsuits and claims, Grace expects that it will be required to expend a minimum of $125.0 
million in 1993 to defend and dispose of such lawsuits and claims. 

In January 1993, Grace sold $300.0 million principal amount of 7.4% Notes Due 2000. The net 
proceeds from the sale of these notes were used to repay commercial paper and bank borrowings. 

Grace expects to satisfy its 1993 cash requirements from the following sources: (1) funds generated 
by operations, (2) proceeds from the sale of businesses, and (3) financings. Such financings could 
include new borrowings, the availability and cost of which will depend upon general economic and 
market conditions. 
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Management is responsible for the preparation, as well as the integrity and objectivity, of the financial 
statements and other financial information included in this report. The financial statements and other 
financial information have been prepared in conformity with generally accepted accounting principles 
and, accordingly, include certain amounts that represent management's best estimates and judgments. 

For many years, management has maintained internal control systems to assist in fulfilling its 
responsibility for financial reporting, including careful selection of personnel, segregation of duties, 
formal business, accounting and reporting policies and procedures and an extensive internal audit 
function. While no system can ensure elimination of all errors and irregularities, Grace's systems, which 
are reviewed and modified in response to changing conditions, have been designed to provide reasonable 
assurance that assets are safeguarded, policies and procedures are followed and transactions are properly 
executed and reported. The concept of reasonable assurance is based on the recognition that there are 
limitations in all systems and that the cost of such systems should not exceed the benefits to be derived. 

The Audit Committee of the Board of Directors, which is comprised of directors who are neither 
officers nor employees of nor consultants to Grace, meets with Grace’s senior financial personnel, 
internal auditors and independent accountants to review audit plans and results as well as the actions 
taken by management in discharging its responsibilities for accounting, financial reporting and internal 
control systems. The Audit Committee reports its findings and also recommends the selection of 
independent accountants to the Board of Directors. Grace’s management, internal auditors and 
independent accountants also have direct and confidential access to the Audit Committee at all times. 

The independent accountants are engaged to conduct audits of and render a report on the financial 
statements in accordance with generally accepted auditing standards. These standards include a review 
of the systems of internal controls and tests of transactions to the extent they consider necessary for 
purposes of supporting their opinion as set forth in their report. 


Brian J. Smith 


Executive Vice President 
and Chief Financial Officer 


Price Waterhouse February 3, 1993 
153 East 53rd Street 
New York, NY 10022 


To the Shareholders and Board of Directors of W. R. Grace & Co. 


In our opinion, the consolidated financial statements appearing on pages 25 through 43 of this report 
present fairly, in all material respects, the financial position of W. R. Grace & Co. and subsidiaries at 
December 31, 1992 and 1991, and the results of their operations and their cash flows for each of the 
three years in the period ended December 31, 1992, in conformity with generally accepted accounting 
principles. These financial statements are the responsibility of the Company's management; our 
responsibility is to express an opinion on these financial statements based on our audits. We conducted 
our audits of these statements in accordance with generally accepted auditing standards which require 
that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements, assessing the accounting principles 
used and significant estimates made by management, and evaluating the overall financial statement 
presentation. We believe chat our audits provide a reasonable basis for the opinion expressed above. 

As discussed in Notes 5 and 15, the Company adopted new accounting standards for income taxes 
and postretirement benefits in 1992. 


Consolidated Financial Statements 
W. R. Grace & Co. and Subsidiaries 


Consolidated Statement of Operations 


Dollars in millions, except per share amounts 1992 1991 1990 
Sales ital EVEN OES scocercavenacmucrstenwiwanmneea wm Rew. wR demi 1288 $5,518.2 $5,569.9 $5,504.6 
Otlier iHGOme (INGE A): wer sseeesecexencumrsmen.ans aia. aeis Baa THE 87.5 79.8 595 

»{ Li) J Leg ga is Rep se ae ue ea nen eG RR Mbps ove se eee 5,605.7 5,649.7 5,564.1 
Cost of goods sold and operating expenses.............0.....0005 3,501.5 3,545.4 3,593.7 
Selling, general and administrative expenses .................... 1,203.6 1,142.0 1,048.3 
Depreciation dnd aminrtization «oo. san. ascusmcasncewecvwaeancenaien 2722 275.9 265.6 
TRTEPESHER PENI a. cas sans ems seas mew sea cmnw sans waceRRMORAURERN 113.4 140.9 159.8 
Reséatch and development expenses sc. sc: -ses-osessreereveawsees 150.6 149.8 146,5 
Provision covering fumed silica plant (Note 8).................. 140.0 — — 

FOG scscenweanwieim wees wus sane aus aor naan Weed emaaIEERA me tecaUWET 5,381.3 5,254.0 5,213.9 
Income from continuing operations before income taxes 

tC, HOTELES WEMELESOS sas asses mane serene cose sams, sommcsctsem siesure corer 224.4 395.7 350.2 
IGCOMIE TERESI CNOLE 5) nce cos com awh Ee ape HRM wT TUNER TIN 145.0 152.8 123.2 
MIRGTICY IMTELESES secoscei sss cee aaa BAGS HG Ses ARES Galas See aieweS — — FO 
Income from continuing operations .........0..0 0.600 c ec ee eee ees 79.4 242.9 220.0 
Loss from discontinued operations (Note 6) ................0..4. 183.9 24.3 17.2 
(Loss)/income before cumulative effect of accounting changes . (104.5) 218.6 202.8 
Cumulative effect of accounting changes (Notes 5 and 15)..... (190.0) a — 
De Clea) anes ion. ccaesan once ie erte eee. caren steno aod ats tena $ (294.5) $ 218.6 $ 202.8 
(Loss)/earnings per share: 

CONLIN GPERATIONS ss cigs sear gees npecnaiss.qaieraaus ceacerdauns $ 88 $ 2.78 $ 256 

Cumulative effect of accounting changes...............0-..5- $ (2.12) $ — $ —_ 

Mea OL ea tee LS cao hera ca eee Ps ‘vk ge sce $ (3.29) $ 2.50 $ 2.36 
Fully diluted earnings per share: 

GORCIRUIRS GPEPALOHS sos conexaneoawenus inn omnis mane snncanenaa $ —" $ 2.65 $ 252 

INGE CARIES cccccscneccon,. sat cman Rim sme TINR sins Hats, sa Ne $ — $ 2.40 $ = 2.32 
The Notes to Consolidated Financial Statements, pages 29 to 43, are integral parts of these statements. 
( Not presented as the effect is anti-dilutive. 


Consolidated Statement of Cash Flows 
Dollars in millions 
Operating Activities 
Income from continuing operations before income taxes 
nid MiIiOnty ACELEStS ccaw sensors meen ees ocean eee 
Reconciliation to cash provided by operating activities: 
Depreciation and amortization .... nossa arseaennconzennes nese 
Provision covering fumed silica plant sis. cre cme -nemenneeemeennes 
Changes in assets and liabilities, excluding 
businesses acquired/divested and foreign exchange effect: 
Decrease/(increase) in notes and accounts receivable, net..... 
Increase in receivable due from insurance carriers............. 


Net pretax cash provided by operating activities of 

COPRESHROUDEL 2) CAS) 0-1 2-C (01) eee ee EEN eg ar 
Net pretax cash provided by operating activities of 

CISCONTINET OPEMCONG incoc.coriamanwemcmsmmanemauaarorses asen é 


Net pretax cash provided by operating activities ...................5 
[Nereis tar eo yi] 1d aeRO hana Oe ae eee eee EE ena 


Net cash provided by operating activities................2....20.0055 


Investing Activities 
Capital expenditures. cus ccs cm sess menswear esoricnne Tee 
Businesses acquired in purchase transactions, net of cash acquired. 
Increase in net investment of discontinued operations .............. 
Decrease/(increase) in investments in and advances to 

ERTL EEN CEN ER ESC Se suctrcess tis pee iece eta oe ereevcncie nan 
Net proceeds from strategic restructuring/business divestments ... 
Procéeds from disposals GF assets... c.02 cen cco memcerverseses 
OREP ss ccnccccort atomic ORE an EYE TSEeS 


Financing Activities 
Siping Fs trarane cg aaa ene eae soe ae ee 
Repayments of borrowings having original maturities 

in excessrol three months! cas ceascenees cacenacaracnaiwensmmessaacmies 
Increase in borrowings having original maturities 

ifi GxCEsSiof three MOACHS! soc. waanqew sts eee ser senastaweemwst 
Net (repayments)/increase in borrowings having 

original maturities of less than three months.................-.-. 
Sale of limited partnership interest ...............:.00ceceeeeeeene neon: 
‘Stil fafa} 12 (OSes Cor Cl eo ee NE 
CPR xyes ore gh inom Zumt cee ne tobe te bret anil anes Wie emi tages 


Net cash (used for)/provided by financing activities................. 
Effect of exchange rate changes on cash and cash equivalents....... 


(Decrease)/increase in cash and cash equivalents...................-- 
Cash and cash equivalents, beginning of year .................... 


Cash and vashcequivalents, endof year... o- noes nie mene eine oo es 


1992 


$ 224.4 


2722 
140.0 


48.4 
(150.3) 
29°5 


(121.6) 


442.6 


94.6 


537.2 
(98.9) 


438.3 


(398.4) 
(61.2) 
(101.5) 


4.7 

221.2 

38.7 
(41.2) 


(337.7) 


(125.9) 
(274.0) 
355.7 
(508.0) 
297.0 


21.3 
(7.5) 


(241.4) 


(3.5) 


(144.3) 


207.1 


$ 62.8 


The Notes to Consolidated Financial Statements, pages 29 to 43, are integral parts of these statements. 


1991 


$ 395.7 


275.9 


171.2 
(54.9) 
11.9 


(139.5) 


660.3 


59.5 


719.8 


(T77.5) 
602.3 


(447.0) 
(131.0) 
(55.9) 


(44.8) 

366.4 
30.2 

(45.5) 


(327.6) 


(122.5) 
(695.6) 
31957 


274;3 


45.7 


(181.4) 
(2.2) 


SLA 
116.0 


$ 207.1 


1990 


$350.2 


265.6 


489.0 


3.8 


492.8 
(59.8) 


433.0 


(513.7) 
(186.5) 
©) 


(7.5) 


115.1 
32:9 


(610.8) 


(120.7) 


(127.2) 


37.8 


5.9 


73 
108.7 


$116.0 


Consolidated Balance Sheet 
Dollars in millions, except par value December 31, 


Assets 


Current Assets 

Cash dnd cashiers tal (a G09 ice asus ncinmescnarexooneen xictadeeninanantinolemecnmeneateaa ean 
Notes and accounts receivable, net (Note 7) ............00000000ceeeeeeeeeeees 
Inventories: (NOt 73:2 ceva cannes cewesewenes come cescisee ace pawtowane rans melgnet 
Net assets of discontinued operations, current (Note 6).............0.6000085 
Deferred icone taxes CINGEC:S) oa. aseinyein.ororesece ninpecnrmrnsnye nencopesnoningeingesejeraseunsesepanavernoaie 
SBC E Dt r choco Ca ee CR ne ral ee En ANS aE he 


Properties and equipment, met (NOE BY... -x:ccere:-cvesecomeceereitin nrinin mein eoietntesmpiece en 
Investments in and advances to affiliated companies (Note 9)............... 
Net assets of discontinued operations, noncurrent (Note 6) ................. 
Goodwill, less accumulated amortization of $50.1 (1991—$48.8) ......... 
Other assets: (NGG 7) cacs ones esoc aeons eaies searescosseeRRNe ON EEK 


III orice 322 cirecrcat canara arena eres aaa eee core 


Liabilities and Shareholders’ Equity 

Current Liabilities 

SHOR teTMmrceeCNGEE 10) hava mscmeresesenavexsanceoure meni manners mnie uasuHoreentans 
ACEOUEES BAYEDIE scan seas cwserecummupeseuemnicammEne ER mmeauR NN anil ate 
THCOME! CARES CN OEE) loess aay aenaate owas ae iocigaa inn nedinn oN aie seen AN BEA 
Gbher Goren tat eS... 5 ccc sarees sae pees SRS ARNG ONG a AB SRS 


‘Teel Cirvee Late oo; cccccczowiawovincanmuncaea cca aman sew Tans omen GaN 


Longsterm debe (INGE 10))csevesedtnwcuaweneaauar seers meer mA Ewe Ca ema 
Other noncitrent abies... - ccs sasacu ssc wth ona awas cua aiay WERE ae TRG 
Deferred income taxes (Note 5)...........00cc cece cece ecceneeteeessenestenneees 
Momontey tanmeesesiUN ote: U9) sc coccseumennrmcamaecenionion sayin oentn alpen suigon griginy ee 


Potal Lint eties sic cscscencucwmparetencgusamet Cat GR Grek MON BAIT HON — 


Commitments and Contingencies (Notes 2 and 10) 


Shareholders’ Equity (Note 12) 

Preferred stocks; $100 par Walu@iccccasccccccen. ness awa mam one onc eis mW tes 

Common stock, $1.00 par value; 300,000,000 shares authorized; 
outstanding at December 31: 1992—89,892,000; 1991—88,603,000. 

Paice imiCapital)... «vcecsvnnae inancdea aan aid via Gi Dee aE SORES ERS 

PRs tec esp SAN a sc estan maser gen tat Gee wea cura ane eoearatesuntte 

Cumulative eranslation:adjustmemtsiine emis cnc ynccn reisis renee eens eonenpecomeneomrennce 


Total Sharcholdérs” EquUyY sii. cows cai weer vers cmewnnowmnsaamsinnns 
Total Liabilities and Shareholders’ Equity ...............-...0.:00s000 


The Notes to Consolidated Financial Statements, pages 29 to 43, are integral parts of these statements. 


1992 


2,091.4 


1,707.9 
115.8 
108.5 
298.6 

1,276.4 


$5,598.6 


$ 464.7 
423.6 
158.1 


993-2 


1,639.6 


1,354.5 
666.1 
96.4 
297.0 


4,053.6 


to 


89.9 

151.4 

1,298.6 
(2.4) 


1,545.0 
$5,598.6 


1991 


$ 207.1 
891.4 
670.0 
147.5 


74.0 


1,990.0 


2,558.2 
193.7 
308.7 
956.5 


$6,007.1 


$ 466.3 
486.4 
124.5 


544.9 


1,622.1 


Ly fQoial 
317.2 
L51:9 

97.6 


3,981.9 


Pd 


88.6 
120.1 
1,719.0 
90.0 


2,025.2 
$6,007.1 


Consolidated Statement of Shareholders’ Equity 
Dollars in millions 1992 


Preferred Stock 


Balance; beginning Of yeaties. acs eeseswa sees cparererona eons $ 7.5 
Balance: Stil Gey eae oo osc tssessrsines paestitaencremion eararbaerarwenae 73 


Common Stock 


Balance, Beginning OF YER. wemasmes ase aaiecisane canes 88.6 
Stock options arid awards: ca cnr ogy sans nenocerapoeaeyeanes 1.3 
RGR pcan snarcinaviny aatay ssseas's SULA RBS clio SHAS ARSE RSE = 
Beales er cis OAPs csigencererios voiner: nenad ceanirnssansisacinaasieuesiois 89.9 


Paid in Capital 


Balatice; beginningGf yealracs: 2a ener caqennyr mse cnweciewe msec 120.1 
Srockioptions:anid awatds.. «0. .j.0.erme snes sine sales shlgac¥lga eens 31.1 
NOD aeeha ere eres uate eve ose erga ace ae amedcra og iam etapa ae 2 
Balatiee eric Ol yOar vrs casncciese owen. onan wah. onair tains amano 151.4 


Retained Earnings 


Balance, beginning Of yeatoes, ce; gus. anes sees tyes coer smgaweets 1,719.0 
INGE Gigs COREY. cco. carcwinaias sere cecmaierens Hetehs Smad areas mmenimmecen® (294.5) 
Sisto SNS Pik ae ger reece truant Gs eed ese ee aoe (125.9) 
aN SAU Bie SOAP sor. ccecinien Sain toaltnoasiasen itt tem cenkatennG 1,298.6 


Cumulative Translation Adjustments 


Balance: beginting of yeatrsc; ccc cmc hess. ages caneeeencruneeeec 90.0 
TEARSIAtION: AP }NSEMEDUS),..« ceceys seecuys qirsee nrsares vseraee sameromragee meres (92.4) 
|S UST eran (aba Bohr: gee LB coe PR (2.4) 


‘Total Shareholders" Equity + sisi. sci icass sian cxen mown wouwwues $1,545.0 


The Notes to Consolidated Financial Statements, pages 29 to 43, are integral parts of these statements. 


$2,025.2 


1991 


$ 


1,622.9 
218.6 


(122.5) 
1,719.0 


134.4 


(44.4) 
90.0 


$1,912.5 


1990 


$ 


1,540.8 
202.8 


(120.7) 
1,622.9 


49.2 
85.2 


134.4 


1. Summary of 
Significant 
Accounting and 
Financial Reporting 
Policies 


—— ee ee —— 


Notes to Consolidated Financial Statements 
Dollars in millions, except per share amounts 


The accounting and financial reporting policies of W. R. Grace & Co. and subsidiaries (Grace) conform 
to generally accepted accounting principles and reflect practices common in the industries in which 
Grace operates. 


Principles of Consolidation The consolidated financial statements include the accounts of 
W. R. Grace & Co. and majority-owned companies. Investments in affiliated companies (20%—50% 
owned) are accounted for under the equity method. 


Reclassifications Certain amounts in the prior years’ consolidated financial statements have been 
reclassified to conform to the current year’s presentation and as required with respect to discontinued 
operations. 


Cash Equivalents Cash equivalents consist of highly liquid instruments with original maturities of 
three months or less. 


Inventories Inventories are stated at the lower of cost or market. Due to the diversified nature of 
Grace's operations, several methods of determining cost are used, including first-in/first-out, average 
and, for substantially all U.S. chemical inventories, last-in/first-out. Market value for raw and packaging 
materials is based on current cost and, for other inventory classifications, on net realizable value. 


Properties and Equipment Properties and equipment are stated at the lower of cost or net realizable 
value. Depreciation of properties and equipment is generally computed using the straight-line method 
over the estimated useful lives of the assets. Interest is capitalized in connection with major project 
expenditures and amortized, generally on a straight-line basis, over the estimated useful lives of the 
assets. 
Fully depreciated assets are retained in properties and equipment and related depreciation accounts 

until they are removed from service. In the case of disposals, assets and related depreciation are removed 
from the accounts and the net amount, less proceeds from disposal, is charged or credited to income. 


Goodwill Goodwill arises from certain purchase transactions and is amortized using the straight-line 
method over appropriate periods not exceeding 40 years. 


Income Taxes Effective January 1, 1992, Grace adopted Statement of Financial Accounting Standards 
(SFAS) No. 109, “Accounting for Income Taxes.” The statement requires the use of an asset and liability 
approach for the accounting and financial reporting for income taxes. 


Cumulative Translation Adjustments The financial statements of Grace's non-U:S. subsidiaries are 
translated into U.S. dollars in accordance with the provisions of SFAS No. 52, “Foreign Currency 
Translation.” The assets and liabilities of certain non-U.S. subsidiaries whose “functional” currencies are 
other than the U.S. dollar are translated at rates of exchange at year end, and revenues and expenses are 
translated at average monthly exchange rates. The allocation for income taxes included in the 
translation adjustments account in shareholders’ equity was not significant. 


Earnings Per Share Primary earnings per share are computed on the basis of the weighted average 
number of common shares outstanding. Fully diluted earnings per share assume the conversion of 
convertible debentures (with an increase in net income for the after-tax interest savings) and the 
issuance of common stock equivalents related to stock options. Fully diluted earnings per share are not 
presented for 1992 as the effect is anti-dilutive. 


Financial Instruments In 1992, Grace adopted SFAS No. 107, “Disclosures about Fair Value of 
Financial Instruments.” Grace enters into interest rate swap agreements and foreign currency contracts 
to manage fluctuations in interest and foreign currency exchange rates. The differential paid or received 
on interest rate swap agreements is recognized as an adjustment to interest expense over the life of the 
debt instrument to which it relates; gains and losses realized upon termination of these agreements are 
deferred and amortized to interest expense over the remaining life of the related indebtedness. Gains 
and losses on foreign currency contracts offset gains and losses resulting from the underlying 
transactions. Gains and losses on contracts that hedge specific foreign currency commitments are 
deferred and recognized in net income in the period in which the transaction is consummated. Gains 
and losses on contracts that hedge net investments in foreign subsidiaries are recognized in the 
cumulative translation adjustments account in shareholders’ equity. 


2. Asbestos, 
Environmental and 
Other Proceedings 


Grace is a defendant in lawsuits relating to previously sold asbestos-containing products. At 

December 31, 1992, Grace was a defendant in approximately 30,900 asbestos-related lawsuits 
representing approximately 53,000 claims (versus approximately 24,300 lawsuits and 36,000 claims at 
December 31, 1991). It is anticipated that Grace will be named as a defendant in additional asbestos- 
related lawsuits in the future. At December 31, 1992, 105 (122 at December 31, 1991) of such lawsuits 
pending involved claims for property damage allegedly caused by the use of asbestos-containing 
materials in the construction of buildings. The plaintiffs in these lawsuits generally seek, among other 
things, to have the defendants absorb the cost of removing, containing or repairing the asbestos- 
containing materials in the affected buildings. The remaining asbestos-related lawsuits involved claims 
for personal injury. In most of these lawsuits, Grace is one of many defendants. 


Property Damage Litigation 

Through December 31, 1992, 107 asbestos property damage cases had been dismissed with respect to 
Grace without payment of any damages or settlement amounts; verdicts were returned in favor of Grace 
in seven cases; in one case, Grace was held liable for $8.0 and in two other cases, which are on appeal, 
Grace was held liable for a total of $21.4; and 116 property damage suits and claims had been settled by 
Grace for a total of $278.6. Grace has recorded a receivable for the insurance proceeds it expects to 
receive in connection with these settlements and the adverse verdicts and defense costs initially paid by 
Grace. 

In April 1992, a Pennsylvania state court certified a state class action of all commercial buildings 
leased in whole or in part to the U.S. government on or after May 30, 1986; the class would cover all 
such buildings regardless of location. Grace and the other defendants are contesting the jurisdiction of 
the court over the class as defined. 

In September 1992, a federal District Court in South Carolina conditionally certified a class of all 
public and private colleges and universities in the U.S. whose buildings contain asbestos materials. 
With the District Court's permission, the U.S. Court of Appeals for the Fourth Circuit has accepted an 
appeal by Grace and the other defendants, who are seeking decertification of the class. 

In October 1992, the U.S. Court of Appeals for the Third Circuit granted petitions by Grace and 
other defendants to disqualify the judge presiding over a national class action brought in 1983 on behalf 
of all public and private elementary and secondary schools in the U.S. that contain asbestos materials. 
The action has been assigned to a new judge, who is expected to reconsider the manageability of the 
case as a national class action. 

In December 1992, a class action asbestos property damage suit was filed in a South Carolina state 
court on behalf of all entities that own, in whole or in part, any building containing asbestos materials 
manufactured by Grace or one of eight other named defendants. Excluded are buildings subject to the 
class action lawsuits described above, as well as any building owned by the federal or any state govern- 
ment. The defendants have successfully transferred this case to a federal District Court in South Carolina. 


Personal Injury Litigation 

Through December 31, 1992, approximately 5,800 asbestos personal injury lawsuits involving 6,600 
claims had been dismissed with respect to Grace without payment of any damages or settlement 
amounts (primarily on the basis that Grace products were not involved), and approximately 8,500 such 
suits involving 9,400 claims had been settled for a total of $39.9, the majority of which has been paid 
by certain of Grace’s insurance carriers as part of the settlements described below. 

In January 1993, a federal District Court in Pennsylvania conditionally certified a class of all fucure 
asbestos personal injury claimants, including individuals who have been occupationally exposed to 
asbestos-containing materials but who do not presently allege asbestos-related injury. Although Grace is 
not among the defendants named in the class action complaint, dissemination of the required class 
notice may generate additional litigation against Grace. 


Range of Potential Exposure 

Although personal injury cases are generally similar to each other (differing only in the type of asbestos- 
related illness allegedly suffered by the plaintiff), each property damage case is unique in that building 
types, sizes, utilization and difficulty of abatement, if necessary, may vary from structure to structure; 
thus, the amounts involved in prior dispositions of property damage cases are not necessarily indicative 
of the amounts that may be required to dispose of such cases in the future. In addition, in property 
damage cases, information regarding product identification on a building-by-building basis (.e., 


whether or not Grace products were actually used in the construction of the building), the age of the 
building, the type, size and use of the building, the jurisdictional history of prior cases and the court in 
which the case is pending provide the only meaningful guidance as to potential future costs. However, 
much of this information is not yet available in the majority of the property damage cases currently 
pending against Grace. Accordingly, estimates of future costs to dispose of these cases are, in most 
instances, based on incomplete information, as well as assumptions that may not be accurate. Further, 
the filing of new class actions and uncertainty with respect to the class certification in the national 
elementary and secondary schools class action make it more difficult to reliably predict the costs Grace 
will incur in disposing of asbestos-related litigation. 

Subject to the preceding qualifications (which Grace believes to be significant), Grace has attempted 
to determine its future costs to dispose of this litigation and has concluded that it is probable that the 
personal injury and property damage cases pending at December 31, 1992 can be disposed of for total 
amounts estimated to range between $480.0 and $627.0, inclusive of legal fees and expenses. Grace has 
recorded a receivable of $358.3 for the insurance proceeds it expects to receive for prior payments made 
to dispose of asbestos-related litigation. Adding the receivable to the estimated maximum exposure of 
approximately $627.0 for pending cases yields a total maximum estimated exposure of approximately 
$985.3. 

Although Grace has determined its estimated and probable additional exposure to be at least $480.0 
as discussed above, this amount has not been recorded in Grace's consolidated financial statements 
because recovery from Grace's insurance carriers with respect to the underlying claims is deemed 
probable notwithstanding assertions by certain of those carriers that they are not required to indemnify 
Grace. Uncertainties relating to such indemnification have been considered in establishing this estimate 
and in the preparation of the consolidated financial statements. 


Insurance Litigation 

Grace's ultimate exposure in respect of its asbestos-related lawsuits and claims will depend on the extent 
to which its insurance will cover damages for which it may be held liable, amounts paid in settlement 
and litigation costs. In March 1991, the U.S. District Court for the Southern District of New York held 
that Grace's primary insurance carriers are obligated to defend and indemnify Grace with respect to 
damages (other than certain punitive damages), settlement amounts and litigation costs in connection 
with both personal injury and property damage asbestos claims. The court held that coverage for 
asbestos property damage was triggered by the “discovery of damage” during the policy period. In 
December 1991, the Circuit Court for Jackson County, Mississippi also held that Grace's primary and 
excess insurance carriers are obligated to defend and indemnify Grace, holding that for the purposes of 
insurance coverage, damage to buildings from asbestos-containing products occurs at the time such 
products are put in place and that the damage continues as long as the building contains the products (a 
“continuous trigger”). A similar decision was rendered by a Minnesota state court in November 1992. 

In 1992, Grace received $31.2 in reimbursements from insurance carriers for monies expended by 
Grace in connection with asbestos-related litigation. Grace is still seeking to recover the balance of the 
payments it has made with respect to asbestos-related litigation from its excess insurers and from 
insurance companies that sold insurance policies to predecessor companies of Grace. Prior to 1992, 
Grace received payments totalling $55.8 from two carriers, which represented the aggregate remaining 
obligation owed to Grace by those carriers for primary level insurance coverage written by them for the 
period June 30, 1962 through June 30, 1987. 

For the period June 30, 1970 through June 30, 1985—the most relevant period for asbestos-related 
licigation—Grace purchased, on an annual basis, as much as eight levels of excess insurance coverage. In 
general, excess policies provide that when claims paid exhaust coverage at one level, the insured may 
seek payment from the carriers at the next higher level. For that 15-year period, the first six levels of 
excess insurance available from insurance companies that Grace believes to be solvent (based primarily 
upon reports from a leading independent insurance rating service) provide coverage in excess of $1.5 
billion, which is $514.7 or 52% more than the estimated maximum exposure referred to above. If, 
however, the amount available in the first six levels should prove to be insufficient, Grace has 
substantial additional coverage available in its two remaining levels of excess coverage. In Grace’s 
opinion, it is probable that recoveries from its excess insurance coverage will be available to satisfy 
Grace's asbestos-related exposure. Consequently, Grace believes that the resolution of its asbestos-related 
litigation will not have a material effect on its consolidated financial position or results of operations. 


Environmental and Other Proceedings 

Grace has also been designated, along with other companies, as a “potentially responsible party” by the 
U.S. Environmental Protection Agency (EPA) with respect to absorbing the costs of investigating and 
remediating pollution at various sites. Grace is also involved in other litigation, including certain 
environmental proceedings brought by federal, state and/or local government agencies and private 
parties. The EPA actions and other proceedings are not expected to result in either significant monetary 
or other sanctions or to have any other material effects. 


3. Acquisitions, 
Divestments 
and Strategic 
Restructuring 


In July 1992, Grace completed the purchase of the common stock of Grace Energy Corporation (Grace 
Energy) not previously owned by Grace for a total of $77.3; see Note 6 for a discussion of divestment 
activity with respect co Grace Energy's businesses. During 1992, Grace continued to expand its health 
care operations through the acquisition of several businesses and facilities for consideration totalling 
$44.2. 

In 1991, Grace purchased the 25% minority interest in Grace Cocoa for $74.6 and purchased an 
initial 47% common equity interest in a health care service company. In addition, Grace Energy 
purchased its former partner's 50% interest in Colowyo Coal Company (Colowyo) for $34.2. 

During 1990, Grace acquired several suppliers of water treatment products and services and health 
care service operations, as well as the 2.5% of National Medical Care, Inc. common stock not already 
owned. 

All of the above transactions were accounted for as purchases, and the results of operations of the 
acquired businesses are included in the consolidated financial statements from the respective dates of 
acquisition. 

In December 1992, Grace sold its organic chemicals business and related net assets for approximately 
$100.0 in cash plus preferred stock of the buyer. In March 1992, Grace sold its book, video and software 
distribution business (Grace Distribution), which was classified as a discontinued operation in the 
fourth quarter of 1991. 

The 1991 net gain on strategic restructuring (see Note 4) includes gains of $108.8, inclusive of 
cumulative translation gains of $37.9, on the disposition of certain noncore businesses and investments. 
Offsetting these gains were expenses related to the relocation of Grace's corporate offices from New York 
to Florida, provisions for litigation and certain environmental and plant closure expenses, costs for 
consultants retained in connection with the restructuring plan and a reserve for the costs of 
implementing the restructuring plan. 


4. Other Income 


5. Income Taxes 


1992 1991 1990 
SIE re a rte cheng ete aan eos an nies cress eee eer acd Scape ste $14.3 $14.9 $17.6 
INGt Bain Oni Seite RIE TEs CHC OUTING a: s<5:0 «cancers san acne a aINETW, Bia MaTe TEENIE SIRT — 6.1 — 
Equity: iniearnings of affiliated companies.........0..000000eeeeecerneaenreceamerenseenens 2.8 7.6 7.0 
WQUREE sccaccs secre rereceem maenatenamewoatrinaee a at reese eine wate ora Ta RETR TRTRRR LON NTN NETE aI 70.4 1,2 34.9 


$87.5 $79.8 $59.5 


Effective January 1, 1992, Grace adopted SFAS No. 109, “Accounting for Income Taxes,” which 
supersedes SFAS No. 96, adopted by Grace as of January 1, 1988. Like SFAS No. 96, SFAS No. 109 
applies an asset and liability approach that requires the recognition of deferred tax assets and liabilities 
with respect to the expected fucure tax consequences of events that have been recognized in the 
consolidated financial statements and tax returns. However, unlike SFAS No. 96, SFAS No. 109 
generally considers all future events, other than enactment of changes in tax laws or rates, in estimating 
furure tax consequences. If it is more likely than not that all or a portion of a deferred tax asset will not 
be realized, a valuation allowance is recognized. As permitted under SFAS No.109, Grace has elected 
not to restate prior periods’ consolidated financial statements. Excluding the deferred tax benefit 
recognized upon the adoption of SFAS No. 106, “Employers’ Accounting for Postretirement Benefits 
Other Than Pensions,” the effect of the adoption of SEAS No. 109 on Grace's financial statements is not 
material. 


The components of income from continuing operations before income taxes are as follows: 


1992 1991 1990 
LEST ESy or cc gee eae eerie Un rrr le ry Pen at Ay RE ore oon gM EWE oemrne $212.1 $131.8 $ 96.7 
BOR RG access ve chaste cae AN. RA ERNE DINAN Tae DAES CORN SEIT UR ORR 12.3 263.9 253.5 


$224.4 $395.7 $350.2 


The provision for income taxes allocated to continuing operations consists of: 


1992 1991 1990 

Federal income taxes: 
(CES hc eee ae ne ee a aa, ear an PESO AAI Rug PTE viv ah eee On $ 74.5 $ 40.8 $ 33.6 
DICE: cee nannieees curicneeeauewe ney NRE ABUT. HSUG OBES UEG AEE Wad deidic wala ane (18.1) (2.7) (6.3) 
State atid [seal Ancomid tS (CH TENIE) o<.crecexcsiescn aves imen iene dash ato wele deenertain 16.3 15.2 10.7 

Foreign income taxes: 
AS 5 oxop a crt conan sass aha erie ened edatasecec Tepe sea sna Vseas USS AEN Palos 66.0 84.2 70.9 
Deis: win age ties tease ewe Ae RN ONCE EUR beEE Se aie 6.3 [Ss 14.3 


$ 145.0 $152.8 $123.2 


At December 31, 1992, the deferred tax assets and liabilities consisted of the following items: 


1992 

Expenses deducted for book purposes but capitalized for tax purposes: 
I Resi ees sept CHS SE ETM TA SCPE pcre gis os orpstarace sea ea sone ecaman eee Pacer bsoarol ais Fapags: enn Cohbumra albnaCavsbeTmin odie $106.7 
Postretiremene Berichte: ther that PensiOns sos ices ees cose oes sewiaarene wee eae Ungh URE Teas etRes 94,1 
estate seeneeraags Lepesant ver catanet chs pct eccrereuet anata acevo pes attend ecsacnce atedstaceleaaeia leechers meno wens: avian ttecetuaieeoeieets 53.6 
Resérvesinoe yet ed ace ble (GF tak PUtPOses wwe cicsieeeesewsiaie seis pNsyaMBW TSW TORT SAN WARD MORO dawerlays 26.8 
TERRANCE REN ACUREEES ccc unr can cee ecu omental agar seen nd ce an Sstd octal ee pun SCRE alae: adescaominfacerNs Ree 26.0 
PensiGn aid nS E RECEIVES ccc. nen. new mbeer won nae a ass See SRE RER AEM NENT F/R DIN NE EIA's 23.0 
Capitalized inventory costs andl Imventony/2eseCMe ne. « eoniace casey eiersateersmee.mestrereunigttainigiessoman brace Seana eae mute Aoruke eotste 17.7 
SO MEN RE cy scene xsceres crema swe Soa TUR, AST ERIN ERC GENRES RNG CRSA STS SSID STENNIS RCA TTTOTE TRONS TENG, LESTER OTE 60.9 
Total defetred ta Gs8etS wn. sean omer neas inane was wuns wid aneeRURanEN TERETE UITR cae are WES 408.8 
Deneecrationnid Ga ea NONE <7. curaqeen oki onus, ames menreinnieaisrensmodmmersteounemsinsmeamaNeU emai ON TR 141.6 
Prepaid: Pension costs, i002 y0% anor sme Aen A NS THRs car INAS une oe ame SEComE ane aeR 71.4 
Rt adept ina acannon nc Sos sen le ahaa rerpwfmaa eames na thae: GUSLEG 6.4 
aotml ete ret can Mat Che $. coco ccecrerssaunfasaceiniace miners sanayy tinousseneie e.escenrardenceceutntcmyaedorsiciets Seis See ieeeereieareiohy Soin take 219.4 
Deferred taxassets valuation allowance: —2.... <e-c veer ees eqnie onscreen npen cine enmineereemeginepeemeincmeis wees 51.9 
INetdlefeired stax-dssets: acs owning apenas Sais seks GUNN. HAE axes cteas waw an algn asia’ hasMed Sian sea cars, cules $137.5 


The valuation allowance for 1992 relates to a provision for uncertainty as to the absorption of net 
operating loss and general business credit carryforwards. 

The items giving rise to deferred tax assets and liabilities at December 31, 1991 and 1990 included 
depreciation, research and development costs that have been capitalized for tax purposes, and other 
items whose treatment for tax purposes does not conform to their treatment for financial statement 
purposes. 

The U.S. Federal statutory tax rate reconciles to the effective tax rate for continuing operations as 
follows: 


1992 1991 1990 

U.S! Federal stacutory taxitate. ccc iaceriecagnG sskt seaesmareren sien ibYu aR TEEN om 34.0% 34.0% 34.0% 
Increase/(decrease) in tax rate resulting from: 

U.S.-and foreign taxes'dn foreign Operations .c.cswwcicscumsoves ames vias ene oe 9.3 537 2.9 

Utilization of general business:eredits:...........ecennecceremee tmine seams Gaiten tenvme set = (2.3) (2.0) 

State and local income taxes, net of Federal income tax benefit...............65 4.8 2.3 1.7 

Valuation allowance for deferred tax assets...........0secececueeeutenbeneeenes 22.6 —_— —_ 

PEC RIRI isan cesn paee nasi o xan Rese s meee icckaoteent Wanstead Ghats (6.1) (1,1) (1.4) 


Bieckivetaxctate ax soc cas nes enenera eee wereni esas seed CREUSET OH ORR eS 64,6%% 38.6% 35.2% 


The U.S. Internal Revenue Service has completed examinations of the consolidated Federal income tax 
returns of W. R. Grace & Co. and its domestic subsidiaries through 1986. U.S. and foreign taxes have 
not been provided on approximately $535.0 of undistributed earnings of foreign subsidiaries, which are 
being retained indefinitely by the foreign subsidiaries for reinvestment. The distribution of these 
earnings would result in additional foreign withholding taxes of approximately $39.0 and additional 
USS. Federal income taxes to the extent they are not offset by foreign tax credits, but it is not practicable 
to estimate the total tax liability that would be incurred on such a distribution. 


6. Discontinued 
Operations 


Grace Energy 

In the second quarter of 1992, Grace recorded a provision of $155.0 (net of an applicable tax benefit of 
$82.0) for the expected loss on the divestment of Grace Energy's oil and gas operations and the 
operating losses expected to be incurred pending their divestment. Effective in the fourth quarter of 
1992, Grace reclassified Colowyo, a Grace Energy subsidiary, as a discontinued operation. Accordingly, 
the consolidated statement of operations for periods prior to 1992 has been restated to reflect all of 
Grace Energy as a discontinued operation. 

In January 1993, Grace sold the stock and substantially all of the assets of Grace Petroleum 
Corporation, Grace Energy's oil and gas production subsidiary, to two buyers for total cash proceeds of 
$163.0. Grace expects to complete the sale of Support Terminal Services, Inc., Grace Energy's liquid 
storage and terminaling subsidiary, in March 1993, for total cash proceeds of $63.5. Grace has agreed to 
sell the assets of Homco International, Inc., Grace Energy’s oil field service subsidiary, for cash proceeds 
of $97.5; the transaction is expected to be completed in April 1993. 


Grace Distribution 

In March 1992, Grace completed the sale of Grace Distribution, which had been reclassified as a 
discontinued operation in 1991, for $97.8 in cash and notes. The 1992 loss from discontinued 
operations includes the operating losses of Grace Distribution prior to the sale. The loss from 
discontinued operations in 1991 included a provision for the estimated loss on the sale of Grace 
Distribution and its operating results prior to divestment. 


Other 

In the fourth quarter of 1992, Grace reclassified certain corporate investments as discontinued 
operations, including Grace’s minority interests in Canonie Environmental Services Corp. and Grace- 
Sierra Horticultural Products Company. Grace believes that it has adequate recorded provisions to cover 
the losses anticipated on the disposal of these investments. 

The loss from discontinued operations in 1992 includes an after-tax provision of $12.1 relating to 
the loss associated with the sale of Grace’s remaining Mexican-style restaurant operation, which was first 
classified as a discontinued operation in 1986. 

During 1991, Grace conducted an analysis of the reserve related to its discontinued fertilizer 
operations and the remaining liabilities retained by Grace, which resulted in a $19.5 decrease to the 
reserve established in 1986. 


Sales and revenues and operating results of discontinued operations, including net (losses)/gains on 
disposals, for the three years ended December 31, 1992, 1991 and 1990 are as follows: 


1992 1991 1990 
er a 


Grace Energy 


Ta Wa EN Nh cxctacsnvseank Andon vientena oe cea varie ries, Ror S $515.0 $479.2 $479.5 

(Loss)'from:operations before taxes 2.0.00. c0.cces eves aenaeweecenes $ (11.1) $ (25.6) $ (13.8) 
Net pretax (loss) on disposal of operations ..........6.0...0000 cues (236.8) -- — 

BING MeO HET 1accus n a disun pecscantateiceeerseminsentanrconcinmonte: Mae etn A 88.4 9.7 3.9 

(Loss) from discontinued operations )............ 0000 cscs eune eens: $(159.5) $ (15.9) $ (9.9) 
Grace Distribution 

SALES Briel FOVENUES i.e: wigs apie SGatkie TRE ERT TSS. Gas nrereeiecencsiesnc ee $ 178.0 $780.4 $769.8 

(Loss)/income from operations before taxes.............00..000ee005 $ (2.8) Ss ip $ 1 

Net pretax (loss) on disposal of operations ...............000eee0eee — (28.3) — 

TAGOITE RECHEREHE vance. caen awe omim KRONE HE Nes make teSs Ness 9 8.3 A 

(Loss)/income from discontinued operations) ......... 0.0000 eeeees $ (1.9) $ (20.1) $ 5 

Other 

Salad Levenues saccccesnco mss See G ARE a Saw ance mergseynese senna ems € 31.7 $ 42.4 $141.9 

(Loss) from operations before taxes ..........0cccccccceeeteenenenes $ (14.6) $ (11.9) $ (11.3) 
Net pretax (loss) on disposal of operations ...............60.0000005 (18.3) — — 

Reversal of prior year divestment reserve.................. Soe eRe = 28.3 — 

Income tax: benefit/( provision) ...,.<..-000s0.000eee.0.esiees eae nnisiewmewente 10.4 (4.7) 3.5 

(Loss)/income from discontinued operations................2.2.+55+ $ (22.5) $ 11.7 $ (7.8) 
Total (loss) from discontinued operations ....................222--- $(183.9) $ (24.3) $ (17.2) 


(” The operating results of discontinued operations include an allocation of interest expense based on Grace's incremental borrowing rate 
applied to the expected proceeds from the divestment of Grace Energy and to the net assets of Grace Distribution through the date of 
sale, assuming such proceeds will be used to reduce Grace debt. 


Net assets of Grace's discontinued operations as of December 31, 1992 are set forth as follows: . 
Grace 

Energy Other Total 
ee enna fe TS, ae ee Sn Ene $104.3 $ 12.8 $117.1 
Properties arid équipmetic, net). .s.03 cccsezenseewe ovtis ayais.ctied one 640.9 25.7: 666.6 
Investments in and advances to affiliated companies................ 23.1 75.1 98.2 
CHHSE HONCHITSH NASER, ceeemce wae step siskewarsinaaPas TEER SIANES £35.) 30.0 45.1 
OPAL ASSO, cscs iiss cca saan vows coeeeeON ETE seveTeEE Lee MENS 783.4 143.6 927.0 
(Fare rec ESL AP ec ass vison a tsa 85.1 10.5 95.6 
Othel HORNE HADNIGES: come worsusemmeauass unmTeZeNeeemaweTs 116.6 = 116.6 
Total DUES. ccc sos wanes inns sera saan eraemae Hae eestaas ERS 201.7 10.5 212.2 
Netassets'of discontinued operation§in.... ov. seer once canaawan cosas $581.7 $133.1 $714.8 


The consolidated balance sheet at December 31, 1992 and the consolidated statement of cash flows for 
1992 reflect Grace Energy’s operations separately from Grace's continuing operations. The consolidated 
balance sheet at December 31, 1991 and the consolidated statement of cash flows for 1991 reflect Grace 
Distribution separately from continuing operations. The consolidated statement of operations for all 
periods presented reflects all discontinued operations separately from continuing operations. 


eee 


nnn ——<—_— 


7. Other 
Balance Sheet 
Items 


8. Properties and 
Equipment 


1992 1991 


Notes and Accounts Receivable 


Trade receivables, less allowances of $38.3 (1991—$40.2)......-... 202s cee eee e ere e nes $ 598.3 $734.0 
Other receivables, less allowances of $1.0 (1991—$.8) .... 2.0... cee cece ee eee eee ener ees 92.1 157.4 
$ 690.4 $891.4 
LL 
Inventories 
Raw and packaging materials...............seee essen beeen e eee een eee nent ees $ 179.3 $221.3 
Tih PrOteSS) sisi s.cco vec wtnesaicann'ea nin spike aneenay a ninint alone eee Weis Ht UREN REE TEES 76.2 74.9 
Finished products ...-e-s.e0.csecconeieecceun onnsiet.s son Sse eete dbs AK Tpit WTR Hee ees Sone 324.7 370.1 
CSB reared prve RC RAANSEL SO oe cxrcrerzesnaesreeans csc caress asic NTR ACS ORRADN HINTING Nake CNN HRA tee OURAN PedtUR 59.8 57.9 
Less: Adjustment of certain inventories to a last-in/first-out (LIFO) basis.........6+.5++55- (47.1) (54.2) 
$ 592.9 $670.0 


Other Assets 


Receivable due from insurance carriers (Note 2) .....0. 006s ce eee e eee eee e eet e ne ee ee ees $ 358.3 $208.0 
Prepaid pension Costs .........s0sceenedeeenae ete ee ee snes Wa eee nate swab eee eeen aeons 229.2 199.7 
NMC patient relationships, less accumulated amortization of $109.7 (1991—$61.4)...... 184.8 194.3 
Deferred facomie taxes oie o: sere(s iaie's AR PEROT REARS ERGs MIEN ORR Kee ana nace amwaemal ements 137.1 —_ 
Dee feito Charges ce iceucs sss sic tcisnace ataiardaisceiers neiereiers nitin's qunans qa7U" giatat Hie dee tee eine cies 108.1 74.4 
Long-term receivables, less allowance of $8.4 C1991 —SASresicses aownuews wavs enaesrcone 103.5 49.8 
Long-term investMents.........0... sce eceenenecneeeee ene e nee eee ne senses enone tnenee es 68.2 75.9 
Energy services equipment (less accumulated amortization in 1991 of $165.2) ..........5. — 108.1 
EVE ABE ccs score soca cava ipsc lens nero mv rece cassette enanninses east pcminin eenat y DAIS SHES TERN CS EAD 87.2 46.3 

$1,276.4 $956.5 


During 1992 and 1991, Grace entered into agreements to sell up to $345.0 and $275.0, respectively, of 
interests in designated pools of trade receivables. At December 31, 1992 and 1991, $307.9 and $211.1, 
respectively, had been received pursuant to such sales, portions of which amounts are reflected as 
reductions to trade accounts receivable. Included in the trade receivables sold at December 31, 1992 are 
$50.0 of Grace Energy trade receivables, which have been reflected as a reduction in net assets of 
discontinued operations. 

Under the terms of these agreements, new interests in trade receivables are sold as collections reduce 
previously sold trade receivables. There is no recourse to Grace, nor is Grace required to repurchase any 
of the trade receivables in the pools; if certain trade receivables in the pools prove to be uncollectible, 
other trade receivables are substituted (to the extent available). Costs related to these sales are expensed 
as incurred. There were no gains or losses on these transactions. 

Inventories valued at LIFO cost comprised 22.9% of inventories at December 31, 1992 and 22.2% at 
December 31, 1991. 


1992 1991 
—— EE 
EGIN ci scons evince canem Men CERT WATER were OMNCHING KURT DasTOR AUSREIN sree aCenmiSHice rece casene ace sei arecesATeL asin ame $ 59.2 $ 66.5 
Naturaliresouitce properties . iciccisncunen wees ann canes asa anes cane ome meeeSNE sieremeD ES — 822.0 
BEES a: ican: conn ema ceue aamnccemascasciaseettasaniine tihene Sauer senate aqutet OGD AE SARS COT DRS 801.3 822.0 
Machinery, equipment and other............66 0 cence scene ened eee cence nee e eee eens 2,199.1 2,965.2 
Projects underconstructiom:....i. 255+ .00.0 seen sis/eoniais vies SUNG CHkis ERY CaaY OTT RE IeTSemTem 231.4 332.6 
Properties and equipment, gross ...... 2.05.65 s esse ee ee tee ee en rene cane eden bes eae a ees 3,291.0 5,008.3 
Accumulated depreciation, depletion and amortization. .........6. 00s eeeeen nner e nent sees (1,583.1) (2,450.1) 
Properties and equipment, net...... 2.2.22... csee cee see ccn eee ee ten eenen seen eeneneeseees $1,707.9 $2,558.2 
——— EEE 


Interest costs have been incurred in connection with the financing of certain assets prior to placing them 
in service. Capitalized interest costs in 1992, 1991 and 1990 were $20.4, $21.4 and $15.2, respectively. 
Depreciation and amortization expense relating to properties and equipment amounted to $241 A, 

$245.6 and $236.3 in 1992, 1991 and 1990, respectively. 
Grace’s rental expense for operating leases amounted to $83.5, $71.9 and $66.6 in 1992, 1991 and 
1990, respectively. See Note 10 for information regarding contingent rentals. 


At December 31, 1992, minimum future payments for operating leases were: 


UID jecsos nascar unsnia inn tena axenbareiaiararacepesess on eal iS ernie Asie wietoly aAaTAN ATAU UiNEAIT GUN, ABC aORNG. alle sre R RRR NTES $ 69.6 
OEE ia. enema Sane ARS FR RES SIRS OSES ochcoini cs ccnsivsiane anaaapreeewen rai Uda Uae “inge ane Nios ete Rlememeemes 58.9 
19D iscexcsecsay eK iene HraLiH HiURiN Hiei ARUN RaS SENHA RHI SAN SmI CONE CS KS ii Una ROR NETO SY 48.9 
NOs cress cows <iot Gs aes ers SES aa Sip Goris mache stance areheesor dates unsl Sissi caves cmon semmeooecaaeeiemressionacers 41.9 
LOOT enavsssions scons acannnesiianian Weitbo UCD BNR HATERRT te BOmverNbe areiMINEISCORRTOLUI ARITA SURE CANS MINMNTE ARMAS abs LaBVacs Musar react 38.9 
Rater Pear sen: cnet ras rast  Wts ats PRIMO SSO mim said DAR op hmanied idee Mar nid anane Gee sma pemenemsnemnere 150.8 
Fotal muslim lesse PAV MEN Sica 21a. nant Hoa wep aed gous ses TAE WES ERORA SETS STIG UN GAG GHG. AW SAF $409.0 


The above minimum lease payments include sublease income of $3.2 for 1993 through 1997 and $17.2 
in later years. 

In 1992, a critical raw material supplier to Grace's fumed silica plant in Belgium was effectively 
denied a previously promised permit for by-product disposal, resulting in the shutdown of the supplier's 
plant. As a result, the continued operation of Grace’s plant would have required Grace cto obtain other 
suppliers and/or take other actions requiring significant additional investment. Consequently, Grace 
closed its plant and in the third quarter of 1992 recorded a one-time provision of $140.0 reflecting the 
impairment of the plant’s value and certain additional expenses. This provision could be offset in part 
by recoveries from litigation, the renegotiation of certain contracts relating to the plant and/or the sale 
of the plant. 


9. Investments in 
and Advances to 
Affiliated Companies 


Included in Grace’s continuing operations at December 31, 1992 are equity interests of 50% or less in 
companies engaged in health care services and pulp and paper manufacturing. Certain of Grace's other 
investments are being accounted for as discontinued operations; see Note 6. In 1992, Grace sold a 
portion of its interest in a Japanese company specializing in packaging, resulting in a decrease of its 
interests from 20.0% to 5.6%. 

During 1991, Grace acquired a 47% common equity interest in a company that serves hospitals and 
other health care institutions and decreased its interest in a Colombian pulp and paper manufacturing 
company from 38.3% to 36.2%. 

A summary of financial information of affiliated companies (100% basis) is set forth below: 


1992 1991 

GUPtehit SSB tS i assce:ccnsrccusiean ois eae catia Tebste iene ate indies wees AEN RET SMS DRT NaS TRT ST $297.4 $310.2 
PePCINOELE RG ESAS OS ns) va co pars cactora toons east tonins does ewan sem ences! noesncsbadanncnaansonsasmaasamesasouetsvcauns 305.6 413.6 
Cubiehe ADIMGES re sscccaconrewun samt mena Kite ita. neds meme mbe eamERRNEER REET 150.6 160.6 
POUCA SU Resrmee apa ANE MSG voce, cnc anal Vian tev osesackvesnane, ioedaa vlan puelinon see Aacariuaiaon pes ioeninsec ae peasesensstesgiore 184.2 252.1 
NGEESSE Sc. caieiaenugene er arNi ATION IO TE Gate GARR INSU ee Say eae rER $268.2 $311.1 
Grice investments and advances css, semen ie meen ikon inns tance eee NRT $115.8 $193.7 
1992 1991 1990 

1 ee ea MR eaten ne BI 215 NO IEP NE RETIN EES $370.5 $355.6 $300.8 
NeETRCOTI Gs csica sia cercuncmnse cane Hate RU IGG DRE DAM Uaieg Baye attra stated Cra Sin Saal $ (1.4) $ 20.4 $ 21.2 
REED TANITA SS aya acni 2ssegs naan mee ain, ime ea pets ocaoveneeearomee $ 2.8 $ 7.6 $ 7.0 
Distributors Dividends recived ows wcrnccnna nen cua aean aooemensseremnes & 50 $ 4.0 $ 3 


10. Debt 


Short-Term Debt 


Bank borrowings (4.3% weighted average interest rate at year-end 1992)() ......... 0005 $ 170.6 $ —_— 
Commercial paper (4.1% weighted average interest rate at year-end 1992)! .........55. 25.0 —_ 
Current maturities of long-term debt............6.scceeee nee eeee te aebe nnn es cee a ewid naire 50.7 160.3 
Other'short-cerm borrowings 2) ............... 22s eneernenenes neneneee rene pene ceed Cute gee 218.4 306.0 


Long-Term Debt 
Bank borrowings (4.3% and 5.9% weighted average interest rate 


at year-end 1992 and 1991, respectively) (). 0.0.00... ce eeeeee eee en eres e eee eeeeenees $ 510.0 $ 984.0 
Commercial paper (5.9% weighted average interest rate at year-end 1991)(1)............ — 17323 
Liquid Yield Option Notes (LYONS) 9)........ 0.00 :sseeeneenneneereeeeeeceees ese teeeees 351.2 324.7 
6.25% Convertible Subordinate Debentures Due 2002 (4)... . 02.2... eee cece eee eee eee 150.0 150.0 
Tu AOLINGRER LE ZOOZLE ccxxcercenme nisin wcrc wows aoa aienesa siainuace merase nuNeie nerem ee asieie einen 150.0 — 
65% Notes Due 1995 sgsiccee cas gran mean nem nears aie nnalomeremantamnaamme nee 150.0 = 
Sundry indebtedness with various maturities through 2003 ............0.0eeeeee eee eee 87.4 81.0 
Industrial revenue bonds with various maturities through 2007.............6..s0eeeeeee 6.6 13.4 
Promissory notes at 9.0% due through 1998..........cersenee eect nets meee eect eeenenees - 131.0 
Promissory notes at 10.3759 dive L997 \soissiice sisceis weve sieseie aia vive seattle siniae laws wate oaceie's — 94.0 

1,405.2 1,953.4 
Less amounts due within one year included in short-term debt!) ...... 6.6. 000seseeeeuee $0.7 160.3 
ee ee Ee 
Full-year weighted average interest rate on total debt .........------+-s sees eee eeeneee 6.7% 8.6% 


() Prior to September 1992, all commercial paper and bank borrowings, although short-term in nature, were classified as long-term 
borrowings because of the availability of long-term financing under Grace's then existing credit agreements and Grace's intent to 
refinance these borrowings on a long-term basis. In the third quarter of 1992, Grace replaced its principal bank revolving credit 
agreement with a new bank revolving credit agreement under which it may borrow up to $1,225.0 at interest rates based upon the 
prevailing prime, federal funds andlor Eurodollar rate. Of the $1,225.0, $715.0 is available under a 364-day facility and 
$510.0 is available under a three-year facility. At December 31, 1992, borrowings of $250.0 were outstanding under the 
revolving credit agreement and are included in long-term bank borrowings above. $455.6 was reserved to support commerctal paper 
and other bank borrowings outstanding at December 31, 1992, leaving net unused credit facilities of $519.4. Grace's ability to 
borrow the maximum amounts available under these facilities is subject to compliance with certain convenants. 

(2) Represents various lines of credit and miscellaneous borrowings, primarily of non-U.S. subsidiaries. 

(3)In 1991, Grace completed the public offering of $1,012.5 principal amount at maturity of LYONS at an issue price of $308.32 per 
$1,000 principal amount at maturity, for gross proceeds of approximately $312.0. There are no periodic payments of interest; 
however, interest is accrued from the date of issue. The LYONS are (a) convertible into common stock at the rate of 8.916 shares per 
$1,000 principal amount at maturity; (b) redeemable at the option of Grace, subject to certain restrictions with respect to partial 
redemptions and conditions relating to redemptions prior to May 16, 1993; and (c) subject to rights of the holders to require Grace to 
purchase LYONs in 1996 and 2001, 

(4) Convertible into one share of common stock for each $42.125 principal amount. Grace has entered into a swap contract maturing in 
1999, which has effectively converted the interest on these Notes to a variable rate based on LIBOR. The effective rate in 1992 was 
4.4%. 

() During the third quarter of 1992, Grace sold at par $150.0 of 7.75% Notes Due 2002. Interest is payable semiannually and the 
Notes may not be redeemed prior to maturity. Concurrent with the issuance of these Notes, Grace entered into an interest rate swap 
agreement, which has effectively converted the interest on these Notes through maturity to a variable rate based on LIBOR. The 
effective interest rate in 1992 was 4.4%. 

(©) During the fourth quarter of 1992, Grace sold $150.0 of 6.5% Notes Due 1995 at an initial public offering price of 99.758% of 
their principal amount, to yield 6.59%. Interest is payable semiannually and the Notes may not be redeemed prior to maturity. 
Grace has entered into a swap contract maturing in 1995, which has effectively converted interest on these Notes to a variable rate 
based on LIBOR. The effective interest rate in 1992 was 4.2% . 

(7) Proceeds of $125.0 received in January 1992 from the divestment of the specialty textiles business were used to repay bank 
borrowings. As a result, $125.0 of such borrowings is included in short-term debt in 1991. 


Grace’s subordinate debentures and the LYONSs listed above (representing aggregate borrowings of 
$502.2 at December 31, 1992) contain provisions under which payment of the borrowings may be 
accelerated at the lenders’ option in the event of a change in control. Payment of substantially all of 
Grace's borrowings may be accelerated, and its principal borrowing agreements terminated, upon the 
occurrence of a default under other Grace borrowings. 

Scheduled maturities of debt outstanding at December 31, 1992 are: 1993—$50.7; 1994—$4.7; 
1995—$154.2; 1996—$5.1; and 1997—$3.7. 


Grace has guaranteed certain lease obligations of previously divested businesses. The leases, some of 
which extend to 2015, have future minimum lease payments aggregating $155.0, including $79.7 
relating to The Restaurant Enterprises Group, Inc. (REG). In 1992, Grace provided REG with several 
forms of financial support to assist it in meeting certain liquidity and other financial requirements. At 
December 31, 1992, this support consisted of a $46.7 letter of credit support facility expiring in 1994, 
Additionally, Grace is the guarantor or named tenant on lease obligations having future minimum lease 
payments aggregating $50.2, as to which Channel Home Centers, Inc., a previously divested business, 
has been released. Offsetting this is $43.2 of future minimum rental income from subtenants, and Grace 
continues to attempt to sublease the remaining properties and believes its ultimate exposure is not 
material. 

Interest expense for 1992, 1991 and 1990 amounted to $113.4, $140.9 and $159.8, respectively. 
Interest payments made in 1992, 1991 and 1990 amounted to $166.8, $263.9 and $219.2, respectively. 

In January 1993, Grace sold $300.0 of 7.4% Notes Due 2000 at par. Interest is payable 
semiannually and the Notes may not be redeemed prior to maturity. Concurrent with the issuance of 
these Notes, Grace entered into an interest rate swap agreement, which has effectively converted interest 
on these Notes through maturity to a variable rate based on LIBOR. The net proceeds from the sale of 
these Notes were used to repay commercial paper and bank borrowings. 


11. Minority Interests 


In December 1992, Grace Cocoa Associates, L.P. (LP), formerly a general partnership named Grace 
Cocoa that was wholly owned by two Grace entities, admitted two additional Grace entities as general 
partners and also admitted one new limited partner. As a result of the admission of these new partners, 
the total capital of LP increased to $1,430.5, which included a $300.0 cash contribution made by the 
new limited partner, $297.0 of which was funded by outside investors. LP's assets consist of Grace 
Cocoa’s worldwide cocoa and chocolate business, long-term notes and demand loans due from various 
Grace entities, which are guaranteed by W. R. Grace & Co. and its principal operating subsidiary, and 
cash. The cash contribution from the new limited partner was initially lent by LP to the principal operat- 
ing subsidiary of W. R. Grace & Co. and was used to retire certain domestic borrowings and for general 
corporate purposes. Four Grace entities serve as general partners of LP and own general partner interests 
totalling 79.03% in LP; the new limited partner owns a 20.97% limited partner interest in LP. LP is a 
separate and distinct legal entity from each of the Grace entities and has separate assets, liabilities, business 
functions and operations. For financial reporting purposes, the assets, liabilities, results of operations and 
cash flows of LP are included in Grace's consolidated financial statements and the outside investors’ 
interest in LP is reflected as a minority interest. 

Minority interests reflected in the 1991 consolidated balance sheet consist primarily of che former 
publicly held minority interest in Grace Energy. 


12. Shareholders’ 
Equity 


I EEE EEE ———EOEOEOEOEEEOOEOOOOEOEOEOEO—————ooeeee_—_—_7—TNTT eee. Qa... aa aa. aaa ee  e- 


The weighted average number of shares of common stock outstanding during 1992 was 89,543,000 
(1991—87 236,000; 1990—85,879,000). 

W. R. Grace & Co. is authorized to issue 300,000,000 shares of common stock. Of the common 
stock unissued at December 31, 1992, approximately 22,677,000 shares may be issued or delivered 
upon the conversion and/or redemption of convertible debt securities and the exercise of stock options 
or grant of share awards. In addition, at December 31, 1992, 112,568,000 shares were reserved in 
connection with Common Stock Purchase Rights (Rights). A Right is issued for each outstanding share 
of common stock; the Rights are not and will not become exercisable unless and until certain events 
occur, and at no time will the Rights have any voting power. 

Preferred stocks authorized, issued and outstanding are: 


Par Value of 
Shares as of December 31, 1992 Shares Outstanding 
Authorized In Out- 
and Issued Treasury standing 1992 1991 1990 
6% Cumulative ().............. 40,000 3,536 36,464 $3.6 $3.6 $3.6 
8% Cumulative Class A!?)...... 50,000 33,244 16,756 Ut 7 17 
8% Noncumulative Class B‘)... 40,000 18,415 21,585 2.2 2,2 22 


$7.5 $7.5 $7.5 


‘1 160 votes per share. 
‘2) 16 votes per share. 


i 


Dividends paid on the preferred stocks amounted to $.5 in each of 1992, 1991 and 1990. 
The Certificate of Incorporation also authorizes 5,000,000 shares of Class C Preferred Stock, $1 par 
value, none of which has been issued. 


ee 


13. Stock 
Incentive Plans 


Changes in outstanding common stock options are summarized below: 


1992 1991 1990 

Average Average Average 
Number _ Exercise Number Exercise Number Exercise 
of Shares Price of Shares Price of Shares Price 
Balance at beginning of year..... 6,112,248 $32.01 Ln eee eS $24.91 5,649,402 $26.29 
Options granted ..............-- 1,445,300 S777 2,901,793 39.27 1,842,900 20.50 

7,557,548 10,074,568 7,492,302 
Options exercised ...........--++- (1,132,863) 25.29 (2,052,421) 23.48 (75,597) 22.06 
Options terminated or canceled. . (59,498) 27.97 (1,909,899) 25.54 (243,930) 24.41 
Balance at end of year ........... 6,365,187 35.09 6,112,248 32.01 7,172,775 24.91 


At December 31, 1992, options covering 4,025,840 shares (1991— 3,690,088, 1990— 6,183,534) 
were exercisable and 3,087,994 shares (1991— 4,637,368, 1990— 6,459,670) were available for the 
granting of additional options. 

Prior to 1991, certain optionees had stock appreciation rights under which the optionee could, in 
lieu of exercising an option, request its cancellation and, without payment, receive cash or shares of 
common stock having a market value equal to the difference between the exercise price of the option 
and the market price of the common stock. Upon cancellation, the shares covered by the option, less the 
shares issued, if any, would become available for future grants. 

In 1991, certain executive officers surrendered all or a portion of their outstanding stock options in 
exchange for shares of common stock equal in value to the excess of (1) the market value of the option 
shares at the date of surrender over (2) the purchase price of the option shares. The shares received upon 
surrender were subject to restrictions on transfer. The officers surrendering options generally were 
granted an equal number of new options with a purchase price equal to 110% of the fair market value of 
the common stock on the date of grant. Subject to certain exceptions, such options may not be exercised 
for five and one-half years, at which time they become exercisable in five annual installments. 

In addition, a restricted stock program provides for the award of shares of common stock to certain 
employees based on the achievement of preestablished earnings targets. Shares covered by an award 
generally may not be sold (except to Grace) until the shares “vest” (in four annual installments); in the 
case of shares sold to Grace, the proceeds may not be received by the employee until the shares would 
have vested. In certain circumstances (including termination of employment for any reason other than 
death, disability, retirement or termination without cause), the shares not then vested (and/or proceeds 
from the sale of unvested shares) are forfeited. 


a 


14. Pension Plans 


Grace maintains defined benefit pension plans covering employees of certain units who meet age and 
service requirements. Benefits are generally based on final average salary and years of service. Grace 
funds its U.S. pension plans in accordance with Federal laws and regulations. Non-U.S. pension plans 
are funded under a variety of methods because of differing local laws and customs and therefore cannot 
be summarized. Approximately 51% of U.S. and non-U.S. plan assets at December 31, 1992 were 
common stocks, with the remainder primarily fixed income securities. 

Pension (benefit)/cost is comprised of the following components: 


1992 1991 1990 

U.S. Non-U.S. U.S. Non-US. U.S. Non-US. 
a  ———————————— 
Service cost on benefits earned during the year. $ 15.1 $11.1 $17.7 $15.1 $15.1 $15.9 
Interest cost on benefits earned in prior years. . . 38.8 20.5 37.4 19.7 33,2 22.3 
Actual return on plan assets..........-----+++- (25.4) (37.9) (100.1) (36.4) (18.7) 13.1 
Deferred (loss)/gain on plan assets ............. (37.1) 10.8 39.6 10.0 (43.7) (41.8) 
Amortization of net gains and prior service costs (10.0) (5.5) (9.3) (3.4) (14.4) (5.6) 
Net pension (benefit)/cost......-....2.+seee00+ $(18.6) $ (1.0) $(14.7) $ 5.0 $(28.5) $ 3.9 
ee  ———————————_———————————— 


The funded status of these plans was as follows: 


1992 1991 

U.S. Non-U.S. U.S. Non-US. 
Actuarial present value of benefit obligations: 
Pe oe tastes ces gate, aca y Seige ee ea eh ceteas teat races eeseanes $454.7 $163.6 $378.0 $160.1 
Accumulated benefit obligation ........ <e<yejeonejeconuy over evens wna sam so $458.5 $176.1 $381.9 $165.3 
Total projected benefic obligation ...........<-.yeccsiaenieince mnie anne one oa $513.7 $240.4 $472.4 $229.3 
Plan sssetsiat fate value sivcon scan enns ams ammnannarewanniciunia cereals woe it 767.9 288.5 786.8 273.5 
Plan assets in excess of projected benefit obligation................... 254.2 48.1 314.4 44,2 
Unamortized net gain at initial adoption .............-22222220ee eee (108.6) (14.3) (120.3) (19.0) 
Unmorsized rier Service CORE, jcc sven a nave wnsers annie viereamraemnncawraanies 17.6 4.2 18.8 4.5 
WiaetoRHicedhet GAM aircon cies ices caus eats GR Ge tgs Cenc eace aeons (26.7) (21.0) (89.9) (20.3) 
Die paid PENBIDE QOS Eom cen crecanen cx ait ERG hie URNS BRO MELAS $136.5 $ 17.0) $123.0 $ 9.4 
meer 


() Includes $80.7 in 1992 and $74.5 in 1991 of prepaid pension costs, 


The following significant assumptions were used to calculate the pension (benefit)/cost in 1992, 1991 


and 1990: 


US. Non-U:S. 
Discount rate........ Gis NEN EER. UREN AOR RRR ETS ROTEL NRA SRNR Hie. aOR 9.0% 6.0-13.0% 
Bgpected long tei Tate OE LOLA su Yas Maite HANS Rais, 3/08, z.0i0.secaiea-majea-mmtupuemensdmucene van 9.0 6.0-11.0 
Rake Ronn periian Cte Tet... conc: tnacasenenciiacireriiias veseecmccwss torn remem anh ermierarysiats interior cana atin 6.0 3.5-7.5 


In calculating the pension benefit for the U.S. pension plans in 1993, Grace will use a discount rate of 
8.0%. The other significant assumptions will remain the same. It is estimated that lowering the 
discount rate by one percentage point will increase the projected benefit obligation for the U.S. plans by 
approximately $67.8. 

As a result of classifying certain operations as discontinued and divesting other operations, Grace 
recognized an increase in the net prepaid pension benefit of $6.2, $10.9 and $5.1 in 1992, 1991 and 
1990, respectively. In addition, Grace settled certain pension obligations of one of its non-U.S. plans 
which resulted in gains of $.7 and $11.8 in 1992 and 1991, respectively, and settled certain pension 
obligations of its U.S. plans which resulted in a gain of $15.4 in 1990. 

Grace's Retirement Plan for Salaried Employees (Plan) contains provisions under which the Plan 
would automatically terminate in the event of a change in control of W. R. Grace & Co., and Plan 
benefits would be secured through the purchase of annuity contracts. Upon such termination, a portion 
of the Plan’s excess assets would be placed in an irrevocable trust to fund various employee benefit plans 
and arrangements of Grace, and any balance would be returned to Grace. 


15. Other 


"1 


Postretirement 
Benefit Plans 


Grace provides certain other postretirement health care and life insurance benefits for retired employees 
of specified U.S. units. These retiree medical and life insurance plans provide benefits to employees who 
retire from Grace after age 55 with at least 10 years of service. The plans are currently unfunded. 

Effective January 1, 1992, Grace adopted SFAS No. 106, which requires the accrual method of 
accounting for the future costs of postretirement health care and life insurance benefits over the employ- 
ees’ years of service. The “pay as you go” method of accounting, used prior to 1992, recognized these 
costs on a cash basis. The adoption of SFAS No. 106 on the immediate recognition basis, concurrent 
with the adoption of SFAS No. 109, resulted in a charge to 1992 earnings of $190.0, net of $98.0 of 
deferred income taxes. In addition, the application of SEAS No. 106 resulted in a decrease of $5.1 in 
1992 after-tax earnings from continuing operations. Grace’s cash flow, however, is unaffected by imple- 
mentation of SFAS No. 106, as Grace will continue to pay the costs of postretirement benefits as they 
are incurred. Included in noncurrent liabilities as of December 31, 1992 are the following: 


1992 

Accumulated postretirement benefit obligation: 
INIT 5 i sage sa eee et est Letana) pee hain AhSGaS apne ageCH hee CO sacniciecesins $140.2 
Pullyeligible pattie paatGicnnccumcacemsamemawmrs serves sien Cu Nate abies ener omnis tenermcmumaarmeIets 19.4 
Active inéligibletparticl pants waz sx isasiaeavewstiek ee nes OAS GRAN Hin Hoa Gbunip gpn-o.nece epome epee @rpsesnerecees 40.4 
Accumulated postretimmient benefit Obligation aces cawiconis conn wae awe Min nis Wea meee ET AREER 200.0 
Warecopiized: prigt Service: Demet «.0:5.oiecyn.n .qyececs:ecovun e-esnnenassseys asnipoecsvayaon nsagmar dpinsee Segue ebzotyn Gheasee:sdauaem weinzseemnagt-atanmne T52 
AGeriiéd posttetirement HEneeObligatGN acc. cwemovecamar comedies Ris ANG ENA URES howe ieee eee $275.2 


16. Financial 
Instruments 


Net periodic postretirement benefit cost for the year ended December 31, 1992 is comprised of the 
following components: 


1992 
Neral (oak nt) ne On ae are eer rete ert are enc eter Cn cet nn Pe eee tae ees $ 6.8 
Interest. cosc'on'accumulared benefit obligation, .....-.0:2..5 G6.9Seie nH bGs KL Nace me are.ni aaa wa weieiews Sie we wie one wee 21.1 
Amiortizacion Gfiprior service Dene hi tasco.c<sccxawcanawinmas.eaesipine nreaujeiaganwiartie sea enaitwe verano wetter (3.0) 
INGE periodic pastrec femient DEnehO COST seascarpscceniceatames.oseraneeaenamiseanwsinkenseenoneiced sink see gn See ean ean 24.9 


The costs of these benefits (cash basis) to Grace's continuing operations were approximately $7.4 and 
$7.5 for 1991 and 1990, respectively. As a result of classifying certain operations as discontinued during 
1992, Grace recognized a reduction of the accrued postretirement benefit obligation of approximately 
$23.5, which is included in the reserve for discontinued operations. 

During 1992, the retiree medical plans were amended to increase cost sharing by employees who 
retire after January 1, 1993. This amendment is expected to decrease the accumulated postretirement 
benefit obligation by $75.2 and will be amortized over an average future service life of approximately 
14 years. 

The medical care cost trend rates were projected at 12.7% in 1992, declining to 6% through 2001 
and remaining level thereafter. The effect of a one percentage point increase in each year's assumed 
medical care cost trend rate, holding all other assumptions constant, would be to increase the annual net 
periodic postretirement benefit cost by $3.0 and the accumulated postretirement benefit obligation by 
$28.1. The discount rate for 1992 was 9%. 


In the normal course of business, Grace is a party to financial instruments with off-balance sheet risk. 
Exposure to market risk on interest rate and foreign currency contracts results from fluctuations in 
floating rate indices and currency rates, respectively, during the periods in which the contracts are 
outstanding. The counterparties to Grace's interest rate swap and currency exchange agreements consist 
of a diversified group of major financial institutions. Grace is exposed to credit risk to the extent of 
nonperformance by these counterparties; however, management believes the risk of incurring losses 
related to credit risk is remote. 

At December 31, 1992, the carrying value of financial instruments such as cash, short- and long- 
term investments and trade receivables and payables approximate their fair values, while short- and 
long-term debt are as follows: 


Carrying Fair 
Amount Value 
Shoct-term Webt 0,c0ec anaes rh won saniong oem aaw ANN DT Awe RW OUaAIA ANTENNA NN Bs $ 464.7 $ 464.7 
estelnect Pes: ) 0p Ze ee LE eT ee SRR amen | TRS enc 1,354.5 1,400.9 


The fair values can vary with market conditions and are estimated based on quoted market prices or by 
obtaining quotes from brokers. The carrying value and respective fair value of interest rate and foreign 
currency contracts were not material. 


17. Industry and Unallocated 


Geographic Specialty Health Other = Corporate 
Segments Industry Segment Information ''' Chemicals Care —_ Businesses Items Total 
ne ee 
Sales:and Revenues: 6: cus wnrs ines canes 1992 $3,475 $1,275 $ 768 $s — $5,518 
1991 3,480 1,060 1,030 —_ 5,570 
1990 3,524 921 1,060 os 5,505 
Bretax: Operating Prot js cma viessn ema 4 1992 295"" 176 22 (269) 224 
1991 441 143 82 (270)/3) 396 
1990 443 116 70 (279)2) 350 
Idéticifiable: ASSEtS cccecenansnawsa sma sites 1992 2,342 1,095 577 1,585 5,599 
1991 2,614 1,016 559 1,818 “) 6,007 
1990 2,701 958 669 1,899 4 = 6,227 
Caportal, Experts «o.oo: emerincerrenan even 1992 239 52 57 50 # 398 
1991 231 46 69 101 447 
1990 299 41 41 133 514 
Depreciation and Amortization ............ 1992 172 65 26 9 272 
1991 174 61 33 8 276 
1990 163 57. 30 16 266 
Unallocated 
United Corporate 
Geographic Segment Information |!’ States Canada Europe Other Items Total 
Sales atid ReventeS ies. corxcwuneaassaawaes 1992 $3,286 $136 $1,617 $479 $ — $5,518 
1991 3,100 141 1,863 466 = 5,570 
1990 3,023 134 1,919 429 _ 5,505 
Precax Operating Profit .... 2». sc-0eeccnens 1992 420 2 (17)? 88 (269)'*' 224 
1991 339 10 219 98 (270)°3) 396 
1990 308 iia 197 113 (279)'3) 350 
TdentifiableAssers: ces sows wis sgn 1992 RTT 84 1,170 383 1;585 = §,,599 
1991 2,302 92 1,393 402 1,818 6,007 
1990 2,231 86 1,618 393 1,899 (4) 6,227 


‘l) Certain 1991 and 1990 information has been reclassified to conform with the 1992 presentation. 
'2) Includes a provision of $140 covering a fumed silica plant in Belgium. 
3) Unallocated Corporate Items include: 
1992 1991 1990 


OA ene Ee RR ora ecu “snes aon aaa lis sass o grea aioae pda TAMPA ALL onrearleroaeTaane $(713)  =$(141) ~— $160) 
Ginetal corporate Over bead BOERS. oc <scie eisiacases saree ssuvae aint sais weiaW aw IAT ack WA eRe (64) (63) (63) 
Cromereal conphoneate vmsecareds eu Pevnseey ashes ai516/%, brain igus 5 sitssen te Se. ont bbone. 3 Gags Haan v cakes Pan (62) (56) (50) 
INGE GeBEAh OR TERRE ETE PUSET ACTING cms ve waves wean waza sacar enscaai ACRCWNONo RUN CaO HTML AN TITRE ONS oa 6 — 

Other Gcpenie, Bet sais. cages 1aa9S Kae UCHR OR IS HG Ts IARI B Uae UTA NET ANs RMON (30) (16) (6) 
EDOBAN csseconcchcc imac abies GeONets CLeze SuevetaTeAtG CaO CERE STEREOS CS NCES CT AE NA STD cSMAC $(269) = $(270) = $279) 


‘4) Includes discontinued operations. Capital expenditures are included only for the periods prior to the classification of a business as a 
discontinued operation. 


Quarterly Summary 


Unaudited—dollars in millions, 
except per share 


Financial and Statistical Review 


Quarter Ended March 31 
1992 ¢4) 
Salesrand sre venesic. eccnscsseciy ie ciowmecunes ra wees $1,211.3 
Cost of goods sold and operating expenses ....... (770.7) 
Income/(loss) from continuing operations........ 22.3 
(Loss)/income from discontinued operations ..... (19.4) 
Cumulative effect of accounting changes ........ (190.0) 
IN sty Loss )/TTCORAE Sos ess: ceitevainie aes exe ereermespsrans we eae (187.1) 
Earnings per share: 

Cofitinving OperatiOns cies x6 aw werewwr we om os $ 2D 

Cumulative effect of accounting changes...... (2.12) 

Net (loss)iear pings: ... ...-i5,c3.05 16 eoue ws AS Oh (2.10) 
Fully diluted earnings per share: 

Continuing OperatiGNS:ccewssie oe ce saarcwons os oe $ — 4 

INGE GSS )/ERRGIGRS cs ise sioecises ae cescurerosis a6 3 — (4) 
Dividends declared per common share........... $ a5 
Market price of common stock: 

GY oa secoures lateness em srecens-eavigs ae ue ebepancaae os oe $ 45 

DOW sas on asrewmcusres ae sameeren oa op aparece Oh a0 37% 

GIGS in sdhecnctenin ox Bememeesn as onemmemmn ae 40% 
1991) 
Sales Ane PEVEMUCS secs: ave oe erecnsesiecwes x oreunarerewrrw os $1,352.4 
Cost of goods sold and operating expenses ....... (898.6) 
Income from continuing operations ............. 34.5 
INGHIBCOME. 0 gusts 65.38 54 Heagee.G HE RTE 30.8 
Earnings per share: 

COnrin iN RIOPEratiONs. .se.accje cesses aie aceseeninoeee $ AO 

Ge ARENGR cctacosan as rman sieinin eT 36 
Fully diluted earnings per share: 

ContinulAe Operations. i ss.ccoss. qi we eae Ha $ 39 

UE, ANOS asc cetsesegn pe seeutueasesesseng ones sbs pesciececeng eas 25 
Dividends declared per common share........... $ 35 
Market price of common stock: (2) 

I cite eet Fa vacincia le eins $ = 32 

GW ses 25 se nesaccom ra ok ce emaR-aS awa 23% 

G)G8e es 23 ch saat Be Ga a 3x SAPSIOGG GLA EROS 29% 


() Amounts have been restated to conform to the year-end 1992 presentation. 
(2) Principal market: New York Stock Exchange. 

8) Includes a provision of $140.0 covering a fumed silica plant in Belgium. 
(4) Not presented as the effect is anti-dilutive. 
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$1,332.3 
(811.9) 

59.8 
(161.0) 


(101.2) 


$ 38% 


$1,401.3 
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$ 67 
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$ 35 
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$1,406.0 $ 1,568.6 
(874.9) (1,044.0) 


(82.7) (3) 
6 
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$ (92) §$ 
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$ 38% $ 
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(4.1) 
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40% 
34 
404% 


$1,333.0 $ 1,483.2 
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$ 63 $ 
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$ 60 §$ 
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80.6 


1.03 
91 


95 
85 


35 


40% 
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Quarterly Statistics 
Unaudited—dollars in millions 


Quarter Ended March 31 
19920") 

Sales and Revenues’). 

Specialty Chemicals. ccs as wis wnevrereneon sic we aes $ 696.0 
PIGAlehGate ac. a2 en-iswensenn a are se Wmaranne des see 190" ay 289.0 
CHEE BUSIBESSES s sicissseins aes is te weereteteNae aw 00 Ms 174.7 
SO Races Rete eS BE a Ce $1,159.7 
Operating Income After Taxes ‘+! 

Specialey Chem ICAlS aoe core ape ace sxseresecsyeime sea scars ane $ 38.9 
Pl ealltha Gare. sas eanvspexsctun ens sie aan uaupipsetanenoe nea ome cunt 20.6 
COPHER BUISIHESSESE: avienssiar ne ee. eavoemsoten com once 3.6 
Total sje ws. 2s ameoaans ws oy ok RaseES. Bi BE oe GSE $ 631 
1991) 

Sales and Revenues ‘~! 

Spécialty Ghefiicals oo. 02 o aeicorsexs ee ee $ 703.6 
Health Catete smagesawy ys oy oy ewastezene oe oxawer 241.9 
Other Businesses vex vs es 05 se Ga aseaas dh iacin.es 200.2 
APRS is cage Fo Peheeneerczae he Sis Teen cae ee $1,145.7 
Operating Income After Taxes (3) 

Speciality Ghhematca ls: sie sss ois seecenssacereisneaie ses eaeanance $ 48.2 
Pe Ea cccrserurscovisas ots cox dodansuetemenne ons aye eRe 16.5 
eee SSG Ec ceccress ve, sax sersrececewemener asi ont joneenes 8.5 
TT OWAN, 2:02.05 sc aaroaieiea Ws ke Sea ad SERS, Ga BER She ac § 2 


June 30 September 30 December 31 


$ 790.4 $ 824.2 $ 922.9 
309.0 332.3 344.9 
168.2 190.8 233.8 


$1,267.6 $1,347.3 $1,501.6 


$ 65.3 $ 65.74 $§ 92.1 
25.6 27.8 31.7 
6.1 2.2 a5 


$ 97.0 $ 95.7 $ 126.3 


$ 770.0 $ 753.6 $ 855.9 
259.5 271.0 288.1 
171.4 182.4 227.5 


$1,200.9 $1,207.0 $1,371.5 


$ 71.1 $ 69.0 $ 85.3 
20.5 Z1LS 24.4 
8.6 6.5 L1L.3 


$ 100.2 $ 97.0 $ 121.0 


‘") Amounts have been restated to conform to the year-end 1992 presentation. 


'2) Excludes sales of divested businesses; therefore, the total does not agree with sales and revenues in the Consolidated Statement of 


Operations. 


'3) Excludes divested businesses, and amounts are computed before minority interests and the allocation of corporate research, corporate 
overhead and corporate interest. For this table, taxes are computed substantially on a separate return basis for each subsidiary and 
division. In the case of each U.S. subsidiary and division, tax benefits for operating losses, if any, are recognized currently. 


(4! Excludes a provision of $140.0 covering a fumed silica plant in Belgium. 


Worldwide Operations Operating Income 


Biaiiine. de wlilions Sales and Revenues (!’ After Taxes (!) (2) 
1992 1991 1990 1992 1991 1990 

United States/Canada 

Specialty Chemicals ....... 0.2... $1,692 $1,623 $1,635 $137 $130 $127 

PealthiGare 3. os ssacemows ws on ew are 1,229 1,029 897 98 78 62 

Other Businesses): os: 0600 os ov nes 315 327 315 4 4 2 

Total succes on ot eeeseae ca ca cee 3,236 2,979 2,847 239 212 191 

Europe 

Specialey Chemicals aici vs vee vv 1,109 1,055 998 7¥3 95 87 

lean aie yc ars cre aeesernsevoune amv oe erate 45 31 24 8 5 5 

Other Businesses..............055 406 408 399 8 20 19 

UE RAEE Lh ctarecppcrmtons sya. ang, een eee vex onerenrees 1,560 1,494 1,421 87 120° meee 

Pacific 

Specialty Chemicals ............+: 300 298 260 40 39 37 

Peat E BMG aCe icons dss citaceeaarmeen oaiters — — 1 — — — 

Other Businesses.............-5++ 45 45 47 3 7 

SOM Nice ae ees sue ee 345 343 __ 308 43 _ a4 _ 

Latin America/Other 

Specialty Chemicals .............. 133 107 108 14 S 13 

Other Businesses..............20+ 2 2 1 (1) r 7 

Ki 2 | ee ore PRE cas ae eee ee 135 109 109 13 16 __ 20 

SS ee ee See aera 5,276 4,925 4,685 382 391 366 

Divested Businesses ...........-.. 242 645 820 16 _ 10° _ 16 

Total Continuing Operations ... $5,518 $5,570 $5,505 $398 $401 $382 

a 

(11991 and 1990 amounts have been restated to conform to the 1992 presentation. 

(2) Computed before minority interests and the allocation of corporate research, corporate overhead and corporate interest. For this table, 
taxes are computed substantially on a separate return basis for each subsidiary and division. In the case of each U.S. subsidiary and 
division, tax benefits for operating losses, if any, are recognized currently. 

(3) Excludes a provision of $140 covering a fumed silica plant in Belgium. 

Capital Expenditures, Depreciation and 
Net Fixed Assets and Capital Expenditures Net Fixed Assets Lease Amortization 
Amortization Operating Group 

Dollars inmillions Specialty Chemicals ....... $215 $194 $249 $1,147 $1,142 $1,095 $152 $146 $133 

Healthy Cate. o.. . sjecnsaisecues 52 46 41 221 205 199 38 36 33 

Other Businesses .......... 57 _ 60 _ 28 2402 =6217_— 177 26 24 _2i 

Su EGET occu acs cresseneseeerensys 324 300 8 318 1,608 1,564 1,471 216 206 = 187 

General Corporate......... 28 43 33 96 85 54 A 6 13 

Total Continuing Operations 352 343 351 1,704 1,649 1,525 223 212 200 

Divested Businesses ....... 24 44 61 4 213 347 18 34 36 

Discontinued Operations... 22 _ 60 _102, — __ 696 __ 590 — — = 

GUA: scicsrerearte con ws aararmmaree ¢ $398 $447 $514 $1,708 $2,558 $2,462 $241 $246 $236 

Geographic Location 

United States/Canada...... $202 $209 $165 S$ 976 $ 902 $ 820 $130 $126 $115 

OER G creas coi es esnmeeteeses 102 72 127 509 531 526 71 66 60 

Other Areas............... __20 19 26 __ 123 131 12515 14 12 

Get Rital o,esc sassceiess sxarienssoecenre’ 324 300 318 1,608 1,564 1,471 216 206 187 

General Corporate......... 28 43 33 96 85 54 7 6 13 

Total Continuing Operations 352 343 351 1,704 1,649 1,525 22% 212 200 

Divested Businesses ....... 24 44 61 4 213 347 18 34 36 

~ Discontinued Operations .. 22 60 102 — 696 590 — — —_— 

DOTA. arvecssasoasts ws dmesacsreaes © $398 $447 $514 $1,708 $2,558 $2,462 $241 $246 $236 


(91991 and 1990 amounts have been restated to conform to the 1992 presentation. 


i. 2 


Financial Summary 1992 1991 1990 1989 1988 


Dollars in millions, 


Income Statement 
except per share amounts 


Sales taney CGS vacsccce cccmrecssvors. sna sos aemcutstece $5,518.2  $5,569.9 $5,504.6 $4,910.3 $4,631.3 
Cost of goods sold 

and operating expenses ............. 3,501.5 3,545.4 3593:7 3,258.2 3,080.3 
Depreciation and amortization ......... EA a a 275.9 265.6 231.5 201.2 
TSXGSVES IER YIEIISE es. one sxe stacinecenins 6 std te arsien 113.4 140.9 159.8 139.9 104.8 
Research and development expenses .... 150.6 149.8 146.5 124.0 118.5 


Income from continuing operations 
before income taxes 


and minority interests ............-. 224.4 (1!) 395.7 350.2 285.1 322.9 
Tse rnie CAE cenesnn ee esx enanncesenenh dav vom eacnnnnsee 145.0 152.8 123.2 83.2 124.5 
Income from continuing operations .... 79.4 242.9 220.0 194.4 188.1 
(Loss)/income from 

discontinued operations............- (183.9) (24.3) (17.2) 58.8 40.7 
Cumulative effect of accounting changes (190.0) — — os 4.8 
Wet (iss) come oe en wrsenserwies soe canienacese (294.5) 218.6 202.8 253.2 233.6 
Financial Position 
CUP EMEARGERS os sas oxo divsgeaeny Go GEES $2,091.4  $1,990.0 $2,380.1 $2,166.3 $2,028.1 
Capra te LAP WEES 5. -c6:enisesceresoiare- sig enseeneare 1,639.6 1,622.1 1,680.1 1,589.1 1,498.1 
Properties and equipment, net ......... 1,707.9 2,558.2 2,462.1 2,220.0 2,028.3 
TASB DEREES nt crosses inc Oe tardive eee 5,598.6 6,007.1 6,226.5 5,619.1 5,190.2 
WG tal. PEE: ccscmesen as oe waren wae watees 1,819.2 2,259.4 2,283.9 2,016.7 1,816.6 
Shareholders’ equity—common stock... 1,537.5 2,017.7 1,905.0 1,722.9 1,543.6 


Data Per Common Share 
Earnings from continuing operations... $ 88 $ 2.78 $ 256 §$§ 2.28 $ 2.22 


Cumulative effect of accounting changes = (2.12) — — -—— 06 
(LossVeatatig@S) 9 u3 x cs ewes aS Ras (3.29) 2.50 2.36 2.97 245 
TE VAGINAR} ccposercaecas chu aoeneucee een 1.40 1.40 1.40 1.40 1.40 
Bik SHG anemic av we esiemntuaets Oe sens 7.10 22.77 22.14 20.16 18.18 
Average common shares 

outstanding (thousands) ............. 89,543 87,236 85,879 85,193 84,629 
Other Statistics. ; 
Dividends paid on common stock ...... $ 1254 §£ 1220 $ 202 § 1192 $§ 1186 
Capital expenditures.........--...0..005 398.4 447.0 513.7 484.6 418.1 
% Total debt to total capital ........... 49.7% 51.6% 52.4% 51.7% 52.7% 
Common shareholders of record........ 20,869 21,949 23;32/ 26,457 27,012 
Common stock price range...........-. 45-32 40%-23% 33%-17 394%-25% 29%-23% 
Number of employees (thousands) ...... 44.1 49.3 52:2 49.7 45.7 


(1) Includes a provision of $140.0 covering a fumed silica plant in Belgium. 
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Milliken*, Prince; Mrs. Vance; Dr. Dacey 
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Shareholder Information 


Annual & Quarterly SEC Reports 


Copies of Grace’s Annual Report on Form 10-K 
and Quarterly Reports on Form 10-Q may be 
obtained by writing to W. R. Grace & Co., 
Attention: Annual/Quarterly Report Fulfillment, 
One Town Center Road, Boca Raton, FL 
33486-1010 or calling (407) 362-1380. 


Annual Meeting of Shareholders 
Monday, May 10, 1993, 10:30 a.m. 
Boca Raton Marriott-Crocker Center 
5150 Town Center Circle 

Boca Raton, Florida 


Shareholder Assistance 
Information regarding shareholder accounts, 
dividend payments, stock transfer and related 
matters should be directed cto our transfer agent 
as follows: 

Chemical Bank 

450 West 33rd Street 

New York, NY 10001 

(800)648-8392 
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All Rights Reserved Printed in U.S.A. 
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